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HY, Miss Baker...I thought every- 
thing was running smooth as glass 
in the Home Service Department!” 

“It’s not my department I’m kicking 
about... it’s... well, it’s that sign in the 
Main Street window...” 

“That Silex sign?” 

“Yeah...it says ‘Silex with Stove, $4.95’ 
...and that’s all. Why that stove alone is 
worth a window by itself!” 

“‘Wha-at? A stove’s a stove, isn’t it?” 

“Not that stove... You see, Mr. Watts, 
in making coffee, one of the most impor- 
tant things is that the coffee and the water 
be kept together exactly the right number 
of seconds to infuse properly — long 
enough to get all the flavor, but short 
enough to miss the bitter taste. This Silex 
stove is scientifically designed to do just 
that. A woman shuts off the current when 


“PVE GOT A 
COMPLAINT TO 
MAKE, MR. WATTS 


the water reaches the upper bowl, and the 
Silex does the rest all by itself. There’s 
no watching the clock... or juggling the 
Silex off the stove. It’s self-timing. In fact 
fool-proof! You can’t miss having perfect 
coffee every time with an electric Silex.” 

“What — ‘Self-Timing ?’ — self-operat- 
ing ? Why, Miss Baker, that’s sensational. 
We'll tell every woman about that stove 
...and how! Get me that display man, 
and the advertising manager, pronto! It 
all spells more KWH to me!” 


Self-Timing is the Story! 


And only Silex Glass Coffee Makers have 
this self-timing stove. That’s the special 
feature that makes women use their Silex 
every day...and an average of 87 KWHa 
year per meter. Plan your Silex promotion 
now. Call in your Silex representative. He 
has plenty of ideas and material that will 
help you add a lot 

more KWH « to your 

load! 








Every Electric Silex has 


a “Self-Timing’’ Stove 


p> It’s an exclusive Silex feature, patented so 
others can’t copy. Women love it...makes uni- 
form, better-tasting coffee every time. All electric 


BRETTON BLACK 
ELECTRIC MODEL 
with wide neck 
for easy 
cleaning 


$495 yerail 


/ 


Silex Glass Coffee Makers have “Self-Timing” 
Stoves. And electric models are priced from $4.95 


to $29.95. Illustrated, 8-cup, black trim... 
PYREX BRAND GLASS USED 


EXCLUSIVELY 





THE 


SILEX COMPANY 


GLASS COFFEE <MAKER®, 


TRACE MARK BIGISTERED VS AT OFF 


HARTFORD, CONNECTIC 


Creators of the Glass Coffee Maker Industry 
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Ne. 324-8 Barber Burner 


BARBER Conversion BURNERS 
Adaptable to Any Shape Furnace or Boiler 


* Better Combustion—because only patented Barber Jets give cor- 
rectly balanced air-and-gas pre-mixture for complete combustion, and 
1900° flame temperature on atmospheric pressure. * Higher Effi- 
ciency—because all Barber Units, for either round or oblong grates, 
are properly adjustable to fit the job, and to lay a perfectly con- 


trolled barrage of “scrubbing” flame action directly on walls of fire box. 


* Experience has convinced 
thousands of heating dealers 
and gas companies that Bar- 
ber Burners mean easier sales 
and more lasting satisfaction. 
Listed in A.G.A. Directory of 
Approved Appliances. Write 
for Catalog 38A on Conver- 
sion Burners, Appliance 


Burners, and Regulators. 
“ Installed in Square Type 
Installed in Round Boiler Boiler 


BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland, Ohio 


BARBER 422X545 BURNERS e@ 


For Warm Air Furnaces, Steam and Hot Water Boilers and Other Appliances 
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The Boss 

wrote this book 
for other Bosses 
to read... 


AND 


that’s why it’s such practi- 

cal, straight-from-the- 

shoulder stuff, and yet so interesting. Why it clears away the 
misconceptions that have long existed about the important busi- 
ness function of name and data writing. It’s written to address- 
ing machine owners in an earnest effort to set them right on 
some things they’ve taken no occasion to dig into but have ac- 
cepted at face value. 

But don’t ask for this book unless you can bring to it an 
open and investigative mind. Then, it will refresh your intelli- 
gence, just as any talk would with any man who opens up his 
heart about an interesting business that has been his every 
thought for a lifetime. 

“All of which will get you what?” if you send for the book. 
Simply this: You will have up-to-the-minute information on an 

important phase of your busi- 
ness procedure and be in a know- 
ing position to do the right 
thing by your requirements, 
your office help and your budget, 
when you are ready to modern- 
ize your addressing equipment. 
THE ELLIOTT ADDRESSING 
MACHINE COMPANY 

157 Albany Street Cambridge, Mass. 
“&a Alabama Power Co., Birmingham, Ala. 
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Pages with the Editors 


col" HESE are the days when Washington 
political commentators must seem to 
the outside world something like a cult of 
ancient Egyptian priests scanning the skies for 
strange birds, turning over every rock to study 
the tracks of worms and reptiles, and peering 
into the faces of passing animals—all for some 
sign of an omen for the future. Whether it 
be a good, bad, or indifferent omen makes little 
difference as long as it does make news.” 


WE picked up this picturesque passage from 
the Washington department of a recent issue 
of TELEPHONY, the journal of the independent 
telephone industry. It expresses the atmos- 
phere in the nation’s capital at the present time 
with a pungent air of truth. Already the clat- 
ter of the linotype machines, like the distant 
roll of kettledrums, is beating out the intro- 
ductory measures to that swelling quadrennial 
symphony which will have us all dancing and 
tearing our hair before the calendar year is 
over. 


It is a Presidential Year. It won’t be long, 
now, before Dr. George Gallup and his expert 
colleagues in the art of nose counting, proph- 
ecy, and poll taking will fall upon us in full 


W. CLARENCE ADAMS 
Building lines is only half the battle for rural 


electrification; they must be loaded with cus- 
tomers. 


(SEE Pace 403) 
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ALBERT W. ATWOOD 


Investment capital is not on strike. It is mere- 
ly unemployed—the victim of a regulatory 
lockout. 


(SEE Pace 387) 


force. Every day will bring us another analy- 
sis of trends of sentiment and curves of 
popularity. By the summer months we should 
be snowed under by an unseasonable blizzard 
of statistics and special surveys. 


But, for all its hullabaloo and wasted mo- 
tion, we, as American people, seem to enjoy 
it. It is a sort of festival of democracy which 
comes every four years. It is a luxury which 
the United States alone, in the world today, 
seems able to afford. The true voice of the 
people may be difficult to find or to understand 
after we have found it. But, once we aban- 
don the search, our democracy itself is on 
shaky ground. 


¥ 


a we noted in this respect a pas- 


sage from a recent speech by Dr. George 
Gallup before the American Political As- 
sociation at Washington. Dr. Gallup, in dis- 
cussing the various ramifications of public 
opinion and democracy, found himself sud- 
denly confronted with the problem of the Ex- 
pert. The doctor refused to subscribe to the 
view, held in many high quarters these days, 
that the people should be led by an aristocracy 
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T’S results you’re after—it’s performance you want—that’s exactly what you 

get with “CLEVELANDS.” 

On transmission or main lines, in the open country, or for distribution in the 
ose, confined areas of city and suburbs, “CLEVELANDS” go through creating un- 
upassed performance records. And best of all “CLEVELANDS” deliver this maxi- 


um performance at surprisingly low costs. 

Ind there’s a reason—correctness of design, alertness to field requirements, plus 
uality of Construction. 

ime-tested, time-proven, compact, fast, flexible, streamlined for light weight, easy 
) move around the job, easy to move around the country, yet rugged and abund- 
mily powered, “CLEVELANDS” have the built-in qualities that enable you to get 
ipe line in the ground quickly, with least “times-out” and at lowest cost. “CLEVE- 
LANDS” are sold on a guaranteed satisfaction basis. Get the details—write today. 


. or _ oe Low Cost, 

ruck-Speed Tran. tation 

ow ial Suen THE CLEVELAND 
7 TRENCHER COMPANY 


"Pioneer of the Small Trencher"’ 





20100 St. Clair Avenue 
Cleveland, Ohio 


Pee Sere 


3 CLEVELANDS © 
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8 PAGES WITH THE EDITORS (Continued) 


of specialists. Dr. Gallup commented as 
follows: 

All that experts can do, even assuming 
that we can get them to agree about what 
need be done, is to tell how we can act. The 
objectives, the ends, the basic values of 
policy must still be decided. The economist 
can suggest what action is to be taken if a 
certain goal is to be reached. He cannot 
as an economist say what final goal should be 
reached. The lawyer can administer and in- 
terpret the country’s laws. He cannot say 
what those laws should be. The social work- 
er can suggest ways of aiding the aged, he 
cannot say that aiding the aged is desirable. 
The expert’s function is invaluable, but its 
value lies in judging the means—not the ends 
—-of public policy. 


It takes considerable courage these days to 
declare the simple view that the principal busi- 
ness of a school teacher should be to teach 
children and growing youth—not to erect a 
new world. Our academic halls are filled with 
emphatic gentlemen, who appear convinced 
that the voice of the people should be sub- 
jected to expert tutelage and that the hand 
that chalks the blackboard should rule the 
world. 


NEEDLESS to say, both the political order as 
a whole and utility regulation in particular 
have felt the impact of such pedagogic am- 
bitions. It has brought us to the point where 
experienced business and financial operators 
are looked upon, in some quarters, as disquali- 
fied by their very background from assuming 
administrative control, under regulatory or 
judicial auspices, of important industrial units 
involving millions of dollars invested. 


¥ 


ET there have been indications that regula- 

tory measures conceived by economic theo- 
rists (and administered in pretty much the 
same spirit) are bringing unforeseen conse- 
quences. Thus, it is charged that the Securi- 
ties Act of 1933, designed to protect the in- 
vestor from exploitation by shrewd financial 
manipulators, has had the effect of protecting 
him from opportunities to invest at all. Have 
sound and desirable security issues of im- 
portant corporations been driven “under- 
ground,” so to speak, by the government’s re- 
strictions on interstate traffic in such securi- 
ties? 


THIS is the question analyzed by ALBERT W. 
Atwoop, whose long experience as a financial 
writer well qualifies him to deal with this sub- 
ject in the leading article in this issue. Mr. 
Atwoop is, perhaps, best known for his work 
as chief editorial writer of The Saturday 
Evening Post from 1927 to 1937. Prior to that, 
and following his graduation from Amherst 
College (’03), he became financial editor suc- 
cessively on the New York Press, McClure’s 
Magazine, Harper's Weekly, and Review of 
Reviews. He is presently engaged in literary 
and civic activities in the District of Colum- 
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JAMES H. COLLINS 


From a public relations standpoint, a public 
utility company should be more than a mere 
name on a monthly bill. 


(SEE Pace 395) 


bia, where he is president of the local Phi 
Beta Kappa Association. 


¥ 


NOTHER well-known financial and business 
A writer, whose articles used to be often seen 
in The Saturday Evening Post of years gone 
by, is James H. Coitins. His article on the 
possibilities of utility oratory as a matter of 
public relations is found in this issue (begin- 
ning page 395). For the past nine years Mr 
Cottins has been editor of Southern Cali- 
fornia Business, local magazine of the Los 
Angeles Chamber of Commerce. He has been 
a frequent contributor to numerous business 
and financial publications. 


¥ 


I N the “What Others Think” department of 
this issue we present a sympathetic analysis 
of the recent annual report of the Rural Elec- 


trification Administration. It would appear 
from this that the REA is making great prog- 
ress in putting power down on the farm; 
but private utilities are also making progress 
along this line. W. CLARENCE ADAMS, experl- 
enced journalist, who is now engaged in free- 
lance writing in Arkansas, gives us an interest- 
ing description of how one privately owned 
electric utility in the Southwest is handling 
this important job (beginning page 403). 


THE next number of this magazine will be 
out April 11th. 





28, 1940 Public Utilities Fortnightly 


WASHINGTON GAS 
LIGHT COMPANY 
“LIGHTS” THE WAY 
TO ORGANIZED 
PERSONNEL RECORDS 


public 
mere 


Phi 


The Kardex visible margin signal control supplies the 
Washington (D. C.) Gas Light Company with one of 
the most flexible, compact, complete personnel records 


TEN “Short Shorts”’ 


8 Requisition for Employe.—Puts on 


ISINESS affecting employe relationship yet developed. paper department head’s request for 
n seen »Three Modern Kardex cabinets house the personal type and classification of employe. 
$ gone and employment histories of 1,850 employes....A @ Application for Employment.—A 
on the definite schedule of advancement has been developed pa | He adi lane Segre cane 
iter ot ... Periodic ratings arranged . . . Hiring practices and P3) Index to Employment Applica- 
begin- new employe procedures stipulated. tions.—This record dually serves as 
rs Mr. index and charge-out system. 

. Cali- IMPROVES EMPLOYE RELATIONS ° Applicant Introduction.—Combines 
1e Los Fach signal in the visible margin tells at a glance, its an “interviewer's Impression”. 

s been @ story. For instance: Green signal at extreme left—new Applicants’ Referred.—A listing of 


isiness employe. Progressive signal (to right of center) flashes 
the percentage rating on ability factors. 

The establishment of a separate and scientifically 

organized personnel department under the direct su- 

pervision of an Assistant Vice President has already 


rs) all referred for a particular position. 

Physical Examination.—If passed, 
a “Payroll Employment Notice” is 

re) made out in quadruplicate. 
Individual File Folder.—In this file 
are assembled all papers and corres- 


‘ 5 p 4 A ° pondence pertaining to the employe. 
1ent of proven a big step in bettering employe relationships, [7 Renedens Bashan Pisin tee 
nalysis increasing efficiency, and removing the “‘loggerhead is sent the department head at the end 
1 Elec- that frequently disputes calm between department of the temporary period for re-rating. 
appear heads and personnel departments. — ber, Baer Boupteymons 
t prog- See the Ten ‘Short Shorts” in the next column fora visible pe Hoc anata“ at epee Re 

farm: fast peek at some of the features of this new personnel © of the entire system. 
-ogress pea — —_ YOU CAN HAVE FREE the benefits 
# : s or stems arra- of all the research and work that pre- 
exper! A y h illus- © ceded this development. Send the cou- 
n free- tor No. 517 t at illus pon for the Systems Narrator today. 
iterest- trates and explains all 
owned formsand operating pro- ieticahien Tend tim 
andling cedures. No cost. No Dept. P.U.F. 340, Buffalo, N. Y. 


3). obligation. 
will be 


Please send me free, without obligation, 
Systems Narrator No. 517 covering details 
of the Washington Gas Light Company’s 
Personnel Relation Records. 
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PREPRINTS FROM PUBLIC UTILITIES REPORTS 


Various regulatory rulings by courts and commissions reported in full text, 
pages 65-128, from 32 PUR(NS) 
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Lowest Cost? ... NO! 
Highest Quality? 
emphatically YES! 


ia 


VULCAN VALVE HEAD, LG-1 
steam- 


ed by he Vulcan Automatic Valve Operat- ED 
. ng Head is an advanced development 
ot the high and ever increasing higher 


public ure and temperature conditions 
countered in modern steam plants. 
nm mu- ilmplicity is the keynote in design and S ie) @) T B L @) WwW E Rg $s 
mstruction. A piston valve steam 
ted thru a pilot valve provides 
gitive operation—makes 


tomatic Heads the greatest step 
head in Soot Blower Desiga in the 


ard of 
—are built with but one object—to provide industry 


















15 years. with the highest quality equipment of this type it is 
ts 
possible to build. Every steam plant offers new 
problems in soot removal—Vulcan Engineers have 
successfully solved thousands of such problems. 
, Vulcan installations are soundly designed, individually 
ings 
sobtiael designed to do their work efficiently and economically — 
ae to cut fuel costs and provide real savings 
ntract, VULCAN VALVE ASSEMBLY in steam production. 
sses to 
SS, 442. can Valves of completely corrosion 
her gas J : int materials and stainless steels 
sy og = = per ge From the desks of design and tayout 
ined that of thousands in use no engineers to drafting room to factory 
- utility of this type has ever failed in craftsmen and to field service, Vulcan 


a ; Vulcan construction permits personnel takes pride in providing a per- 
= sodwa tuininiea ieee sonalized installation, built co exacting 
break—no opening or closing aghinst standards for long service and economical 

Pressure—no_ regrinding of operation—backed by a record of lowest 
; is ever required—valve packing maintenance. Ask the Vulcan Engineer 
a = be agons oe ed representative why Vulcan must build 
y ulcan pioneer Under 
m Supports which have eliminated eRe ee oe 
page of elements. VULCAN VALVE DETAIL 


r status 





ulcan Soot Blower Corporation ° Dubois, Pa. 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 
—MOonrTAIGNE 


























HERBERT COREY “The only Federal bureau that ever died was the Fed- 
Washington author. eral Spruce Administration .. .” 


¥ 


W. Gipson Carey, Jr. “We've socialized and experimented ourselves into a 
President, United States Chamber — stalemate with laws, innuendo, and bad will.” 
of Commerce. : 
















¥ 









Davin LAWRENCE “Tt is not the size of a public debt but the rate at which 
Editor, The United States News. it piles up that causes danger of bankruptcy.” 


¥ 













EpiroriAL STATEMENT “Private enterprise made this nation as we know it, 
Industrial News Review. And if ever private enterprise is killed, this nation will 
die with it.” 







¥ 












Emit ScCHRAM “The [RFC] Board of Directors would far rather au- 
Chairman, Reconstruction thorize a thousand loans of $1,000 each than a single loan 
Finance Corporation. of $1,000,000.” 
sd 







Fioyp W. Parsons “The amount of gas being used to supplant oil and coal 
Editorial director, Gas Age. in the generation of electric power is now reaching a very 






satisfying volume.” 






¥ 


WALTER W. R. May “Calcium carbide from our [Oregon’s] limes and coals; 
Director of Industrial Develop- fertilizer and smelting flux from our phosphates and our 
ment, Portland General Electric limes, our silicas and our magnesium, are other payroll 

Company. possibilities if Federal power is not used to electrocute 
our private initiative and enterprise.” 


¥ 


















EpitorR1AL STATEMENT “As a constructive force for the improvement of the 
Ratiway Age. standard of living of the people as a whole, organized 





labor has a tremendous potentiality for good; but as yet 
it has exercised its power in that direction far more 
meagerly than is generally believed.” 


¥ 








Atmon W. LYTLE “The many privileges and immunities granted to a gov- 
Judge, New York Supreme Court. ernmental entity which date from the early times when the 
king could do no wrong, should be carefully scrutinized 
and cautiously given effect in a day when such entities 
undertake to do much more than kings ever dreamed 
of doing.” 
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This Booklet Offers Many Practical Ideas 
For Saving Time In The Office 


2S ix 
#tatletical recority na, 
2 manger that re 
Star. t0-date can 
OUt analyeig 2 


it 
Paper 5, 


Petegy Deby Ment. 
aay the op, thing EY ging 


Hor, ¥ fOr te, ~ Mitkein » 
Sep > e More Be fi 
itch : BUS mocy Ore 

“ Matis ety 
tis To thie 


“Ways to Save Time in an Office” contains definite 
suggestions for locating and eliminating handicaps 
that slow up work in the office. It is offered free to 
executives who are interested in saving time and 
money in the handling of office routine. For your copy, 
call your local Burroughs office or write direct to 
Burroughs Adding Machine Company, Detroit, Mich. 


Suggestions for locating 
and eliminating the "54 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





14 REMARKABLE REMARKS—( Continued) 


Paut G. HorrMAN 
President, The Studebaker Cor- 
poration. 


WENDELL L. WILLKIE 
President, The Commonwealth & 
Southern Corporation. 


D. S. DuNcAN 
Economist, Association of Ameri- 
can Railroads. 


Louis GUENTHER 
Publisher, The Financial World. 


R. E. Howe 
President, Appalachian Coals, 
Incorporated. 


James A. FARLEY 
U. S. Postmaster General. 


Rosert A, TAFT 
U. S. Senator from Ohio. 


EpitorIAL STATEMENT 
Electrical World. 


Ecmer A. SMITH 
General attorney, Illinois 
Central System. 
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“Like U-boat commanders in a campaign against free 
enterprise, a minority of business men continue to seek 
special privilege at the expense of free competitive op- 
portunities.” 


¥ 


“We [Commonwealth & Southern] do not seek with 
every business transaction to remake the economic map 
of the United States—we even have the boldness to doubt 
if anyone has the wisdom so to do.” 


¥ 


“The fact is that unless highways are considered as 
public utilities and every user of the improved highways 
is charged fairly for the use of these facilities, we are 
headed directly for a socialized industry.” 


¥ 


“No man has yet appeared who is such a mental genius 
that by any act of his can he change the laws of supply 
and demand and develop an alchemy which could create 
wealth without the productive earning power of the 
people.” 


¥ 


“There can be no monopoly, in the coal business at 
least, owing to the grave menace of unfair competition of 
other sources of heat and energy, such as natural gas, 
fuel oil, other liquid and gaseous fuels, hydroelectricity, 
and wood.” 


¥ 


“Politicians probably stand more abuse, year in and 
year out, than perhaps any other group of individuals. 
And yet the success of our democracy in large measure 
is directly and continuously dependent on them and on 
their work.” 


> 


“|. . the government should at least keep out of busi- 
ness itself. Projects like the TVA, to the extent they 
have actually been undertaken, must be completed and 
operated, but they can codperate with private industry 
instead of supplanting it.” 


¥ 


“If labor and capital will take a year’s vacation from 
distrust and try a year of working together, they might 
find to their mutual astonishment that they had a lot in 
common and that together they could accomplish much 
more than they could singly.” 


5 


“There is no more reason for the Federal government 
engaging in transportation on the inland waterways than 
there is for the Federal government operating the rail- 
roads, unless the time has come when transportation serv- 
ices should be furnished by the government and the 
deficits made up by the taxpayers.” 
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Which one do Youwant? 


tf 


3254 3354 3351 3251 $i 








OOK OVER THIS GROUP of fine new “Eveready” on-the-job flash- 
lights, specially designed to meet the special needs of oil men 
and electricians. 


The new WATERPROOF Flashlights, 3354 and 3254, are completely 
covered, switch-and-all, with a soft rubber sleeve. Unbreakable 
lenses, chrome plated reflectors. Proof against hot wires, acids, 
gasoline, oil, alcohol, greases and dirt. 


The two and three cell general purpose Industrial Flashlights, 
3251 and 3351, have unbreakable lenses, hand-replaceable switches 
are cased in semi-hard rubber. Safe with “hot stuff.” Unaffected by 
water, oil, gasoline, alcohol, acids or dropping impact. No. 3258, 
the new Flexible Extension Flashlight, answers the demand for a 
safe light for inspecting moving machinery, railway journal boxes, 
drums, barrels, sounding pipes. 


NATIONAL CARBON COMPANY, INC. 


General Offices: New York, N. Y.; Branches: Chicago, San Francisco 
Unit of Union Carbide [l[ af and Carbon Corporation 
The word “Eveready” is the trade-mark of National Carbon Co., Inc. 
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Catalog upon Request 


PRODUCTS—NORDSTROM VALVES; EMCO ag ea and REGULATORS; PITTSBURGH LIQUID 


MERCO NORDSTROM VALVE CO. A Subsidiary of PITTSBURGH EQUITABLE METER CO. 


Main Office: Pittsburgh, Pa. @ Branch Offices: New York City, Buffalo, Philadelphia, Columbia, Memphis, 
Chicago, Kansas City, Des Moines, Tulsa, Houston, Los Angeles, Oakland. @ Canadian Licensees: Peacock 
Brothers, Ltd., Montreal. @ European Licensees: Audley Engineering Co., Ltd., Newport, Shropshire, England. 
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OOSIER ENGINEERING COMPANY. 


CHICAGO 46 SO. 5TH ST., COLUMBUS, OHIO NEW YORE 
Canadian Hoosier et Company, Lid. 
n 


RECTORS OF TRANSMISSION LINES 
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You can organize a centralized “Customer Relations Depart- 
ment” at once without any change in your record equipment 
through— 


DICTOGRAPH 


Customer-Relations Equipment 


We will gladly demonstrate the Dictograph method of centralized in- 
formation planned to work in with your present credit, service, meter 


and bookkeeping records. 


Specially designed Customer-Relations Equipment planned to meet your 
individual requirements will enable centralized customer contact points 
to secure information almost instantaneously and render quick, courte- 
ous, efficient service to your customer. 


Dictograph Customer-Relations Equipment is successfully serving: 


Cincinnati Gas and Electric Company Cincinnati, Ohio 
Columbus and Southern Ohio Electric Co Columbus, Ohio 
Delaware Power and Light Company Wilmington, Del. 


East Ohio Gas Company 


Akron, Ohio 


Kanses City Power and Light Company Kansas City, Mo. 
Michigan Consolidated Gas Company Detroit, Mich. 


Minneapolis Gas Light Company 


Northwestern Ohio Natural Gas Co Toledo, Ohio 
Potomac Electric Power Company Washington, D. C. 


United Gas Corporation 


Houston, Texas 


Virginia Electric & Power Company Norfolk & Richmond, Va. 
Washington Water Power Company Spokane, Wash. 


DICTGGRAPH SALES CORPORATION, 
580 Fifth Ave., New York 


( Please send me literature on Dictograph 
Equipment. 


(0 Please have representative call. 


May we have our Special Utility repre- 
sentative call to discuss your problem 
with you... no obligation. 


DICTOGRAPH SALES CORPORATION 


580 Fifth Ave., New York, N. Y. 


Manufacturers of precision equipment since 1902 
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“WHY NOT USE DUCTS THAT... 


COST LESS TO INSTALL 
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RESIST CORROS 
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bhns-Manville TRANSITE DUCTS 


FOR LOW-COST ELECTRICAL DISTRIBUTION 
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You can organize a centralized “Customer Relations Depart- 
ment” at once without any change in your record equipment 
through— 


DICTOGRAPH 


Customer-Relations Equipment 


We will gladly demonstrate the Dictograph method of centralized in- 
formation planned to work in with your present credit, service, meter 


and bookkeeping records. 


Specially designed Customer-Relations Equipment planned to meet your 
individual requirements will enable centralized customer contact points 
to secure information almost instantaneously and render quick, courte- 
ous, efficient service to your customer. 


Dictograph Customer-Relations Equipment is successfully serving: 


Cincinnati Gas and Electric Company Cincinnati, Ohio 
Columbus and Southern Ohio Electric Co Columbus, Ohio 
Delaware Power and Light Company Wilmington, Del. 


East Ohio Gas Company 


Akron, Ohio 


Kansas City Power and Light Company Kansas City, Mo. 
Michigan Consolidated Gas Company Detroit, Mich. 


Minneapolis Gas Light Company 


Minneapolis, Minn. 


Northwestern Ohio Natural Gas Co Toledo, Ohio 
Potomac Electric Power Company Washington, D. C. 


United Gas Corporation 


Houston, Texas 


Virginia Electric & Power Company Norfolk & Richmond, Va. 
Washington Water Power Company Spokane, Wash. 


DICTGGRAPH SALES CORPORATION, 
580 Fifth Ave., New York 


( Please send me literature on Dictograph 
Equipment. 


(0 Please have representative call. 


May we have our Special Utility repre- 
sentative call to discuss your problem 
with you... no obligation. 


DICTOGRAPH SALES CORPORATION 
580 Fifth Ave., New York,.N. Y. 


Manufacturers of precision equipment since 1902 
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FOR LOW-COST ELECTRICAL DISTRIBUTION 
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How to buy a truck 
that exactly suits your need 


Among Chevrolet’s great variety of 
1940 trucks—now 58 models on nine 
wheeibases—it’s easy to find the one 
that best fits your hauling job. 

First, narrow your choice down by 
determining what weight capacity 
you require. (Chevrolet offers you a 
choice ranging from the speedy Sedan 
Delivery to Heavy Duty units of 14,000 
pounds gross weight.) 

Next, pick the wheelbase that meets 
your garage or loading space, body 
length or turning radius. (Chevrolet 
Heavy Duty chassis come in five wheel- 


bases, from 107% inches to 158 
inches.) 

Do you want a Cab-Over-Engin 
truck, or a conventional model—or 
Dubl-Duti package delivery type 
(Chevrolet builds them all.) 

Finally, you have your pick of 
great variety of Chevrolet-built bodie 
specially designed for specific types 4 
work ... or you may buy a Chevrole 
chassis either complete with cab ¢ 
with flat-face cowl ready for your spé 
cial body. 


There are few trades and industries that Chevrolet cannot provide with 
trucks that fit their requirements . . . which is one of the reasons why Chev- 
rolet held a 31.4 per cent lead in sales over the next largest builder in 1939. 


CHEVROLET MOTOR DIVISION e 


General Motors Sales Corporation e 


DETROIT, MICHIG! 


CHEVROLET TRUCKS 
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DAVEY TREE TRIMMING SERVICE 


y— 


JOHN DAVEY 
A Founder of Tree Surgery 


Building Good Will 


I N T F | ¢ @ Tactful Contacts 
ee 


e@ Resourceful Planning 
@ Trained Personnel 
@ Fine Public Relations 


FTL ; Always use dependable Davey Service 
.1.L. is prepared to help you 
pre-determine performance 


and quality of new equip- DAVEY TREE SERVICE 


ment ... prepared to give 


DAVEY TREE EXPERT CO. KENT, OHIO 























you, by test, the “stitch in 
time” information that often 
saves needless waste and ex- 
pense. 





Wilson, Herring and Eutsler's 


By taking advantage of PUBLIC UTILITY 


E.T.L.’s extensive facilities, REGULATION 


the utility not only enlists 

the aid of our many years ex- ont nes ae 
perience in the testing field AN analysis of the nature, extent, and problems of 
to supplement its own re- public utility regulation in the United States, 
search department ae with emphasis upon the expanding role of the Federal 


: % Government in the regulation of public utilities, its 
avoids heavy investment in activities in undertaking power projects and pro- 


special apparatus. moting rural electrification, and the issues involved 


in governmental ownerships. The well-rounded treat- 
ment and critical viewpoint will be of aid to all who 
Know by Test! are interested in evaluating the present status of 
public utility regulation, its strengths, weaknesses, and 
significance for privately-owned industry. 


ELECTRICAL iene aed 
TESTING 
W-¥:%e)'8-Wie) d13 Public Utilities Reports, Inc. 


ist End Avenue and 79th Street Munsey Bidg. Washington, D. C. 
New York, N. Y. 








This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





Public Utilities Fortnightly March 28, 194) 


NEW Riko 
0.69Rs , 








No. 65R-P, ca 
type workholde 
— users’ ne 
price $15.0 
No. 65R-C, plate typ 
workholder, users’ 
price $14.25. 


Your choice of cam or plate type dies—no extra sets to carry, lose 
workholders, both practically or bother changing. See these new 
automatic. Set to size, put on pipe, all-steel malleable-alloy die stocks, 
tighten one screw—that’s all there with forged tool steel cam plates 
7 x , Better threading, less work, more 
is to it. But these 65R’s also thread value for your money. Ask your 
4 sizes of pipe with 1 set of chaser Supply House. 


THE RIDGE TOOL C0., ELYRIA, OHIO 
Ses w 
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RY CONFESS 





The most ah MAGIC Margin takes care of all letters instantly 
Sensational Improvement THE MARGIN is your letter’s frame of white 
in Typewriter History space. On the Royal, Macic Margin provides 


instant finger-tip control of (a) the proper left 
and right margin arrangement of the letter, 
ONLY ROYAL HAS iT (b) the exact paragraph indention desired. 
HAVE YOU EVER watched a typ- In your office, give the New Royal 
ik ont a margin on an old-style THE DESK TEST. Learn all about its 


Sale ° amazing improvements ... MAGIC Mar- 
typewriter? How different from gin, Locked Segment Shift Freedom, and 
the quick, easy way she does it many others. Compare the Work! 


on the New Royal! 











With MAGic Margin she merely 
touches a_ tiny, conveniently 
placed lever, and presto the mar- 
gin is set! Here is the automatic 
way for the operator to make 
every letter better. 


*Trade-mark, Reg. U. S. Pat. Off. 


Copyright, 1940, Royal gr Company, Inc., 
2 Park Avenue, New York Cit 
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P. U. R. DIGEST 


CUMULATIVE 


A Digest That Is Serviced 


The Only Complete Digest of Public Service Law and Regulation 





A WORK OF PRIMARY AUTHORITY CONTAINING THE 
DECISIONS AND RULINGS OF THE 


United States Supreme Court 
panier. United States Circuit Courts sisiias 
of Appeals 
COVERING United States District Courts ALPHABETICAL 
FIFTY YEARS State Courts CLASSIFICATION 
Federal Regulatory OF SUBJECTS 
AN EXHAUSTIVE Commissions = 
ennve State Regulatory Commissions A GREAT REVIEW 
Y OF os 
Insular and Territorial Regu- 
THE LAW 


latory Commissions A GREAT SERVICE 














WRITE FOR PRICE AND PAYMENT PLANS 


PUBLIC UTILITIES REPORTS, INC. 


Tenth Floor, Munsey Building, Washington, D. C. 
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of the Telegraph tothe mai \ 
remarkable development inthefield of Electricity 


has been continuously demonstrating the 
fact that it is the sili reliable 2 


permanent insulation known 
THE KERITEWis'283¢2 COMPANY INC 


NEW YORK CHICAGO SAN FRANCISCO 
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SPRAGUE COMBINATION METER-REGULATOR 


LATEST ACHIEVEMENT 
IN 
GAS MEASUREMENT AND 
CONTROL. 


For Manufactured, 


Natural and Butane Service 


Write for bulletin. 


THE SPRAGUE METER CO. 


Bridgeport, Conn. 











HYDRAULIC TURBINES 
BUTTERFLY VALVES 
MECHANICAL RACK RAKES 
GATES—HOISTS 
PENSTOCKS, ETC. 


Bolting the Spiral Casing before Riveting 


NEWPORT NEWS SHIPBUILDING AND DRY DOCK COMPANY 
Hydraulic Turbine Division 


NEWPORT NEWS, VA. 
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JOBS LIKE THIS SAVE WEEKS 


between Investment and Return 





= day between the start and completion of new plant 


construction means loss to investors . . . added interest; post- 
ponement of the new equipment’s services. 

On jobs calling for special piping, Grinnell Prefabrication cuts 
days or weeks from this costly interval. While the plans are still 
on the boards, call in Grinnell. On schedule, accurately pre- 
fabricated piping sub-asemblies are delivered to the job. All but 
the simplest field welding has been performed with Grinnell’s 
advanced prefabricating equipment. 

Conveniently located Grinnell plants . . . expert interpretive 
engineering of plans . . . insurance - inspection - and - approval 
before shipments . . . these are but a few factors that save time 
when you “Give the plans to Grinnell.” Grinnell Company, Inc., 


Executive Offices, Providence, R. I. Branch offices in principal cities. 


wninesrron ax ORINNELL 


wuenever PIPING is invoiven 
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CRESFLEX 


NON-METALLIC SHEATHED CABLE 


Step up your business volume and promote adequate 


OO II A. em PN Ba AT GO ge AO BS IS COND Cm Go NR ERO EES 


wiring in farm communities as well as metropolitan 
areas—in homes, farm buildings and commercial 
properties. CRESFLEX gives an all-insulated wiring sys- 
tem that is the most suitable where a low resistance 
water pipe ground is not available. Its low cost, ease 
and speed of installation make it the MOST POPULAR 
R. E. A. WIRING MATERIAL. 





CONTROL CABLE 
DROP CABLE 
LEAD COVERED 
CABLE 
MAGNET WIRE 
PARKWAY CABLE 

ee ee 
INSULATED WIRE fe) SERVICE, ENTRANCE 
RENTO! y SIGNAL CABLE 
T NX S —— VARNISHED CAMBRIC 
All types of Building Wire and all kinds of Special Cables a 
to meet A.S.T.M., A.R.A., 1.P.C.E.A., N.E.M.A., and all Rail- 
road, Government and Utility Companies’ Specifications. 
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Customer Usage Data 
© At Lower Cost ein Less Time 
e With Greater Accuracy 








THE ONE-STEP METHOD 


_ OF BILL ANALYSIS 


R & S Bill Frequency Analyzer: developed for our Utility Rate Service. 
The kw.-hrs. billed are entered on the adding machine keyboard. A tape is 
prepared of all items and a consumption total accumulated which serves as a 
control. At the same time—through this single operation—the bill count for 
each kw-hr. step is made by the electrically controlled accumulating registers. 














@ A continuance of frequent rate changes—the necessity of checking load-building 
activities—the pressing need for current data on customer usage—are but a few of 
the reasons many Companies are using R & S ONE-STEP METHOD to analyze and 
compile information required for scientific rate making. They have not only reduced 
the costs on this work, but have obtained monthly or annual bill-frequency tables in 
@ few days instead of weeks and months. 


@ It is to your advantage to investigate R & S service on Current and Special Bill 
Analyses. Let us prove the economy of the ONE-STEP METHOD by an estimate on 
your requirements. ; 


Recording & Statistical Corporation 


Utilities Division 
102 Maiden Lane, New York, N. Y. 
Chicago Detroit Montreal Toronto 
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MAP 


of the 


PUBLIC POWER PROGRAM 


ew oo 


‘Federal Financing and Location 


Public Power Projects; 1933-1939” 


—the most comprehensive, visual 
presentation ever made of the pub- 
lic power program. The map shows 
accurately the cost and location of 
all federal, district, state and mu- 
nicipal power projects. 


The extensive operations of the 
R.E.A. on a national scale are por- 
trayed for the first time. Few real- 
ize the growth, cost, and signifi- 
cance of this important develop- 
ment. 


A simple color scheme and dis- 
tinctive symbols, designating the 
different types of projects, facili- 
tate use of the new map. More than 
350 geographic localities in which 
federal funds have been expended 
are clearly indicated. 


Invaluable to all those interested 
in the public power program. Suit- 
able for framing and wall use (size 


29 in. x 42 in.). 


Informative . Complete . Concise . Up-to-date 


Price: $2.00 a copy 


Shipped unfolded in special mailing tube, post- 
age prepaid in the United States and Canada. 


P. U. R. Executive Information Service 


1040 Munsey Bldg. 


Washington, D. C. 
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ia 
ible to make light of sudden, heavy overloads... 


Looking down a power-dis- 
tribution gallery, under the 
motor room of a steel mill. 


(.inch Aluminum channels, erected back to back with space between 
ot air circulation, form the main 600-volt, direct current circuit in 
his modern steel mill. Smaller channels are used for the more lightly 
paded circuits. 
These Aluminum buses provide the conductivity required for 
andling the large electrical loads. The stiffness of the Aluminum 
hannels enables them to withstand the tremendous mechanical forces 
et up as loads vary suddenly and widely. 
The light weight of Aluminum Bus Bar of all types — tubular, 
ats, angles or channels — simplifies construction problems; often 
akes savings possible by permitting wider spacing of supports 
nd lighter construction. Write for prices and recommendations 
your bus bar requirements. ALUMINUM COMPANY OF AMERICA, 
134 Gulf Building, Pittsburgh, Pennsylvania. 


< ig ; Pe 


2) 


\4 dd 
ALUMINUM 
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FOUR International Diese 


TracTracTors qu 
for 1940 : 


This good news from Inter- 
national Harvester, world’s 
leading tractor builder, is 
packed full of interest for 
every crawler-tractor user. 
Now you can get Interna- 
tional design, quality, per- 


formance—and International 


full DIESEL fuel economy \ 
—in sizes exactly suited to \ 


your power needs. ; 


TracTracTors have full Diesel engines, of Inter- Gear shifting is fast and easy. Multiple-disk stee 
national design and construction. They start easily ing clutches, mounted on ball bearings, are easy t 
and quickly on gasoline and almost immediately operate. For complete information, see the nearh 
convert to full Diesel operation. There’s no delay International industrial power dealer or Compa 
getting started on the job. Everything about these _ branch. 

new TracTracTors is designed to get the most INTERNATIONAL HARVESTER COMPANY 
work done per day at the lowest possible cost. All (Incorporated) 

controls are within easy reach of the operator. 180 North Michigan Avenue Chicago, Illind 


ss 
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INTERNATIONAL HARVESTER 
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INGAMO TYPE L-2 METERS SINGLE DISK 


The Type L-2 two-element meters com- TWO-ELEMENT METERS 


prise two complete electro-magnetic 

elements driving a single disk. They are 

designed for modern "A" and "S" 

mountings, thus combining conven- 

ence in installation with a minimum of 

space requirements. Electrical char- 

acteristics meet all the requirements TYPE L-2-S 

for modern meter accuracy and per- wie 


formance. 


Modern Meters tor Modern Loads! 


SANGAMO ELECTRIC COMPANY 


SPRINGFIELD, ILLINOIS 








SAVE MONEY with 


Many Utility Companies are saving money by 
using the Vari-Typer . . . the composing Type 
Writer with changeable faces and spaces. This 
compact office machine reduces composition and WRITE TODAY for new 


. 2 < 2 Lid 
rinting costs fo t ffi is demonstration portfolio, “How 
e é o ter rete schedules, ofice forme, Utility Companies are Saving 


bulletins, booklets, folders, etc. Investigate the Money with Vari-Typer” with 


savings possible on all your required printing. —_ samples of work pro- 
uced. 


RALPH C. COXHEAD CORPORATION 


333 Sixth Avenue Manufacturers of Vari-Typer New York City 




















Public Utilities Fortnightly—The review magazine of current 
opinion and news relating to Public Utilities. Conducted as an open 
forum for the frank discussion of both sides of controversial utility 
questions. Issued every other Thursday—26 numbers a year—Annual 
subscription $15.00. 
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Spann sud Wondbor Stallions 

lit og they guard 

2» boiler feed pumps wit 


ELLIOTT STRAINER‘ 












































cleaning features these strainers. 
In the sectional view above, note 
how the loosening of a few nuts 
permits of quick removal of the 
strainer basket for dumping. The 
nearest strainer (covered with 




















lagging) in the photo to the right, ] 
shows on its side the pressure 
indicator which gives warning — 
when the strainer basket is be- 9 
coming heavily fouled. The photo 
was taken at the Windsor Station. — 
The photo above, in the Wind 3 
For years Elliott Company has been headquarters for sor Station, shows not only th 
strainer installations. Where the job allows of occasional Elliott Strainers, but also @§|— 
flow stoppage as in the installation above, Elliott Single  1250-hp. Elliott motor driving @i 4 
Strainers serve the need. Where non-stop operation is oiler feed pump. Elliott deaerqgj)__ 
essential, Twin Strainers meet the case, the flow being "5 47¢ “so in use in this statiog 5 
diverted by valves from the fouled cylinder to its twin 
when cleaning is required, without stoppage of service. re 
The fouled cylinder can then be cleaned and made F L L i 0 T 6 
ready to again take up the load in its turn. = 
Elliott Self-Cleaning Strainers are also available for Pp A N 7 
use where dependably continuous straining without at- C 0 M 
tention, is required. For protecting lubricating systems - ; > 
or oil burners, Elliott Oil Strainers in both twin and pli 8 
single types, are extensively used. on o — 
Whatever your straining need make it an Elliott JEANNETTE, PA. 9 
problem. Write us. District Offices in Principal Citié = 
| 
| 10 


A-246 


5 








SHANICAL DRIVE TURBINES + ENGINES - ENGINE-GENERATORS + CONDENSER 
R-GENERATORS » DEAERATORS « FEED-WATER HEATERS *. DEAERATING HEA 

WI JPERHEATERS * FILTERS + VACUUM COOLING EQUIPMENT ° STEAM JET EJECTOR 

ERS + TUBE CLEANERS * SEPARATORS—STRAINERS + GREASE EXTRACTORS + NON-RETURN VALVE 
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{ Society of Automotive Engineers opens meeting, Pittsburgh, Pa., 1940. 
{AGA Industrial Sales Conference opens session, Toledo, Ohio, 1940. 





{ American Gas Association, foie Section, will hold convention, White Sulphur 
Springs, W. Va., Apr. 11, 12, 1940. 








{ Jowa Independent Telephone Association will hold meeting, Des Moines, Iowa, 
Apr. 16-18, 1940. 











{ Missouri Association of Public Utilities will hold session, Excelsior Springs, Mo., 
Apr. 17-19, 1940. 





e APRIL 2 





{ Association ¢ Iron and Steel Engineers opens spring engineering conference, Cincin- 
nati, Ohio, 1940. 








{ National Power Sales Conference will conuene, Roanoke, Va., Apr. 25, 26, 1940. 





{ Kansas Telephone Association begins session, Topeka, Kan., 1940. 





{New England Bus Conference holds session, Boston, Mass., 1940. 
{ American Water Works Asso., Ind. Sec., convenes, West Lafayette, Ind., 1940. 





© Acnnteon Water Works Asso., Mont. Sec., opens session, Miles City, pout. 1940. 
q Maryland Utilities Association starts spring meeting, Baltimore, Md., 1940. 





q Electrochemical Society will hold spring meeting, Wernersville, Pa., Apr. 24-27, 1940. 





4 Chamber of Commerce of the U. S. will hold annual convention, Washing- 
ton, D. C., Apr. 29-May 2, 1940. 








{ National Safety Council, Inc., Executive Committee, Public Utilities Section, holds 
meeting, Roanoke, Va., 1940. 














q New Jersey Gas Association convenes ag 3 Park, N. J., 1940. 
{ Midwest Power Conference opens session, Chicago, IIll., 1940. 











{ National Association of County Officials starts convention, Houston, Tex., 1940. 
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Courtesy, Allis-Chalmers Manufacturing Co. 
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Financing of Securities 


By “Private Sale” 


A Topsy-like growth which has sprung 
up since the Securities Act of 1933 


By ALBERT W. ATWOOD 


T is doubtful whether in the entire 
| history of corporate financing any 
innovation has seemed more revo- 
lutionary than the practice of “private 
sale,” or placement, which has sprung 
up since 1933. It is too early to say 
whether this change is temporary or 
permanent ; but as the utilities are more 
concerned, apparently, than any other 
tlass of issuing corporations, it be- 
hooves everyone interested to give 
careful thought to the advantages and 
disadvantages of this new and highly 
controversial method of raising capi- 
tal. 


The “private sale” almost defines it- 


387 


self. The Securities Act of 1933 re- 
quires the registration of securities is- 
sued by all but government and rail- 
road borrowers. Specifically exempted, 
however, are “transactions by an issuer 
not involving any public offering.” 

It is around this exception that the 
practice of private placement has de- 
veloped, by a sort of Topsy-like 
growth. Large corporations, utility 
and industrial, have sold whole issues 
of bonds, in one case up to $75,000,- 
000, to small groups of life insurance 
companies, without the necessity either 
of registration with the Securities and 
Exchange Commission or the employ- 
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ment of a syndicate of investment 
bankers to underwrite the issue. 

In general a private sale is deter- 
mined by the character of the offering. 
In other words, if an issuing company 
invites a few buyers in advance to 
make the purchase, it is a private sale. 
Naturally there must be no hint of a 
general invitation to buy. It follows 
that the number of offerees must be 
very small. This is not the only factor 
involved, but it is a very important one. 

It is unlikely that the Securities and 
Exchange Commission would consider 
a sale private if there were more than 
twenty-five purchasers; in one case it 
ruled that sixteen offerees were not too 
many ; in another case it naturally ruled 
that ten were inside the line; in most 
actual cases the number has been even 
less than ten, and the question has not 
arisen at all. 


(genes how widespread the practice of 
private placement has become is 
difficult to say, although in course of 
time the Securities and Exchange 
Commission will probably publish au- 
thoritative figures. News of such sales 
is usually reported to the Securities 
and Exchange Commission by the is- 
suers and also released to the news- 
papers, but it is probable that a num- 
ber of the smaller sales have received 
no publicity. 

However, various unofficial tabula- 
tions or estimates have been made; one 
of the most conservative is that 16 per 
cent of all corporate bond financing 
since 1934 has been of the private sale 
variety. Another tabulation shows that 
20 to 23 per cent of all issues were 
floated in this way in 1937 and 334 per 
cent in 1938. Some rather pessimistic 
investment bankers estimate that one- 
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half the total corporate bond offerings | 


will be sold privately in the future. 

At any rate private selling has in- 
creased at a rapid pace in the last few 
years. Although its definition is based 
on English common-law decisions and 
recognized in the British Companies 
Act, it was practically unknown in this 


country prior to 1934, before which | 


substantially all new securities bought 


by life insurance companies, as well as | 


by other investors, were publicly 
offered. 


cones the passage of the Se- | 


curities Act in 1933, public offer- 
ings for a time wholly disappeared. 
This was due to a number of factors. 
To quote from the careful analysis of 
private selling by Churchill Rodgers, 


assistant general counsel of the Metro- | 


politan Life Insurance Company: 


Security markets and business generally 
were still suffering from the depression. 
Both issuers and underwriters were fearful 
of the liabilities created by the Securities 
Act, and issuers were reluctant to incur the 
trouble and expense incident to registration. 
During this period, in accordance with an 
express exemption appearing in the act, the 
practice of purchasing securities directly 
from issuers was begun by life insurance 
companies in response to the solicitation of 
corporations in need of financing. ; 

With the passage of time, general im- 
provement in conditions, and the enactment 
of certain liberalizing amendments to the 
Securities Act, public financing was re- 
sumed. However, the demonstrated advan- 
tages of private financing had been such 
that... (it) remained as an established 
method. 


But this is just the question. Are the 
advantages demonstrated, as Mr. 
Rodgers asserts, or rather is it the dis- 
advantages which have been demon- 
strated? Fortunately the arguments on 
both sides are readily available; the 
real question is to weigh the evidence. 

As for disadvantages, the invest- 
ment bankers have seen to it that stu- 
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FINANCING OF SECURITIES BY “PRIVATE SALE” 


dents of the subject shall not lack ma- 
terial, for the investment bankers have 
been neatly by-passed by this producer- 
to-consumer movement. The private 
sale is about as popular with them as 
the mail order house and chain stores 
are with the small independent retailer, 
although it is not my intention to imply 
that the comparisons are on all fours; 
the reader will, however, get the point. 


y= then are the objections 
raised to the private sale? It is 
impossible to cover in a single article all 
the suggested disadvantages which 
have been mentioned from time to 
time. In general the point is raised that 
an important drawback from the stand- 
point of the issuer is that it foregoes the 
opportunity of having a broad public 
distribution of its securities. The best 
way to make a company widely and fa- 
vorably known, so it is asserted, is to 
get the greatest possible number of 
people interested in its securities. 
Wide distribution of securities is 
unquestionably a factor of strength. It 
establishes a free and continuous 
market, serves the important function 
of affording a correct public appraisal 
of values, and also aids in the sale and 
distribution of other securities if fu- 
ture financing is to be undertaken. Each 
time a company goes to the public 
through investment bankers it is culti- 


vating a market for future issues. If 
a company wishes to borrow publicly 
it is an advantage if previous issues are 
traded in. 

In addition, the point is made that 
investment bankers supply the com- 
pany with expert advice and guidance, 
well worth the extra cost, if any, of 
employing them. Frankly, it is difficult 
to say whether these objections are 
well founded, or not. The practice of 
private placement is too new to study 
its effect upon the credit and standing 
of the borrowing companies involved. 
Several answers to these rather cogent 
criticisms have, however, already been 
made. 


| Span as to the wide distribution of 
securities being a factor of strength 
and especially of good will. The place 
to secure this good will, it is argued, 
is in the distribution of preferred and 
common stocks, not of bonds. It is 
the relation with the owner which 
should be cultivated for good will, not 
the relation with the lender. 

As to the other point (namely, the 
question of marketability and the value 
of the investment banker’s expert ad- 
vice), the answer is made that private 
placement so enhances the credit stand- 
ing of the issuer that it is likely to im- 
prove the marketability of other and 
perhaps junior securities, which may 


grade bonds, not only the individual investor but smaller 


q “IF five insurance companies take an entire issue of high- 


insurance companies, fraternal orders, endowment funds, 
and colleges are prevented from buying any of the same 
issue. Indeed, one financial editor estimates that the “big 
five” life insurance companies have taken $853,000,000 out 
of $1,015,000,000 bond offerings in the last few years.” 
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perhaps be sold publicly later on. As 
for the investment banker’s expert ad- 
vice, the reply is made that these firms 
will be glad to distribute junior securi- 
ties at their usual profit, if such securi- 
ties have a market, whether or not they 
have made a profit on previous issues. 

Each reader must decide for himself 
the effectiveness of these criticisms and 
of the replies made to them. There 
seems very little doubt, however, that 
the willingness of half a dozen of the 
great life insurance companies to buy 
a whole issue of utility bonds does give 
the company a valuable hallmark of 
quality. Whether this offsets a lack of 
market quotations for the bonds can- 
not yet be determined. 


HE fact that insurance buying of 

whole bond issues is usually con- 
fined to the better grade of bonds in- 
troduces another criticism of private 
placement which seems to this writer 
to have almost no validity. The point 
is made that private placement results 
in withholding from the public, and 
even from such purchasers as the in- 
surance companies themselves, the mi- 
nutely detailed information required in 
the regular SEC registration state- 
ment, and that this is not in the public 
interest. Several obvious replies sug- 
gest themselves. 

It is generally known that the more 
substantial insurance companies thor- 
oughly and capably consider all rele- 
vant factors in making an investment, 
and that the securities purchased by 
them may generally be described as 
sound, which indeed is admitted by the 
critics, because one of the other objec- 
tions to the private sale is that a large 
proportion of the best bonds are thus 
removed from the market and are thus 
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not available to other investors. But 
this objection wholly nullifies the 
other ; if the bonds are as good as all 
that, no one need worry because there is 
no registration statement. 

Indeed it is rather ludicrous to sup- 
pose that the bright young brain trust- | 
ers who draw up the registration re- 
quirements know more about a sound 
security than the experienced lawyers 
and investment experts of the great in- 
surance companies. 


UT no matter how extensive an in- 

vestment staff a life insurance 
company has, it does not buy a whole | 
issue of bonds without obtaining ap- 
proving opinions from independent 
counsel. In some respects the require- 
ments of the insurance companies are 
more fundamental than those of in- 
vestment bankers. There is no inten- 
tion here of saying that the latter are 
not careful and do not know their 
business. But the investment banker's 
job is to sell bonds, usually as soon as 
possible, and he must dress them up to 
appeal to public taste, which changes 
from time to time, just as the fashions 
in women’s clothes change. 

The insurance company, on the other 
hand, is not interested in investment 
styles; all it wants is ample protection 
over a long period of years, and it may 
be counted upon to know more about 
real protection than the individual in- 
vestor or even the small bank, to which 
the investment banker in turn must sell 
a large part of his wares. 

There is, however, another objec: 
tion to the private sale, this time fro 
the viewpoint of the issuer, to whic 
the replies are less effective. The re 
sult of a private sale is that the corpo 
ration cannot take advantage of lowe 
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FINANCING OF SECURITIES BY “PRIVATE SALE” 





Private Selling of Securities 


“... private selling [of securities] has increased 


at a rapid pace in the last few years. Although its 
definition is based on English common-law deci- 
sions and recognized in the British Companies Act, 
it was practically unknown in this country prior to 


























1934, before which substantially all new securities 
bought by life insurance companies, as well as by 
other investors, were publicly offered.” 





prices in future years to purchase 
bonds for the sinking fund, for it is 
not likely that the insurance companies 
will let their bonds go for less than the 
call price, provided no weakness has 
developed in the issuing company. 
Thus the issuer sacrifices possible fu- 
ture economies in sewing itself up into 
the portfolios of a few great institu- 
tions. 

Somewhat offsetting this disadvan- 
tage from the issuer’s viewpoint is the 
fact that it should be easier to effect 
modifications of restrictive covenants, 
if the unexpected happens, and to ef- 
fect readjustments of basic terms 
in cases of financial emergency. Five 
insurance companies are easier to reach 
than several thousand individual bond- 
holders, and it is well known that in- 
surance companies usually prefer to 
make mutually satisfactory adjust- 
ments in case of financial distress 
rather than to force a company into re- 
ceivership. 


— another objection to the pri- 

vate sale is that it gives a few of 
the larger insurance companies pretty 
much a monopoly of the highest grade 
of securities. If five insurance com- 
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panies take an entire issue of high- 
grade bonds, not only the individual in- 
vestor but smaller insurance com- 
panies, fraternal orders, endowment 
funds, and colleges are prevented from 
buying any of the same issue. Indeed, 
one financial editor estimates that the 
“big five” life insurance companies 
have taken $853,000,000 out of $1,- 
015,000,000 bond offerings in the last 
few years. The present writer cannot 
vouch for the accuracy of these figures. 
But this monopoly charge does not 
seem to merit serious attention. It is 
true that many of the larger bond is- 
sues have been offered to and taken by 
a few companies known to be inter- 
ested in very large blocks and having 
the facilities to take them. But many 
insurance companies of various sizes 
have made such purchases. Small is- 
sues of sound character local to certain 
insurance companies are particularly 
adapted to their requirements. 
Furthermore, to the extent that in- 
vestment requirements of the larger 
companies are met by private pur- 
chases, the competition with other 
companies for publicly issued securi- 
ties is lessened. Indeed, the smaller 
companies have compensating advan- 
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tages, because the relative smallness of 
their needs makes it easier for them to 
find satisfactory investments in suffi- 
cient amounts. Certainly no general 
preemptive right of the smaller inves- 
tor is violated because a few big in- 
vestors take the big bond issues. 


B” there is a final and wholly con- 
clusive answer to the monopoly 
argument in that the big life insurance 
companies are in turn owned by many 
millions of policyholders who, in the 
broad but accurate sense, should be 
classed as public investors and who ac- 
quire a beneficial interest in every block 
of bonds which the companies buy. In 
other words, the private sale is not pri- 
vate at all; when the New York Tele- 
phone Company sold $75,000,000 of 
bonds to a group of life insurance 
companies last year, it sold them to 
some 40,000,000 policyholders. 

Whether the issuing companies ef- 
fect substantial savings by selling pri- 
vately is a much disputed question. As 
already noted, the issuer loses the 
opportunity later on of buying in its 
own bonds at low market prices. Also 
the underwriter’s spread, or commis- 
sion, of 2 per cent, is very small when 
divided over the entire life of the 
bonds, although it may look pretty big 
to the issuing corporation at the time 
the bonds are sold. 

But there is a distinct saving in in- 
cidental expenses, such as registration 
and stock exchange listing fees, to 
some extent in lawyers fees, and espe- 
cially in printing and engraving. The 
printing fee incidental to getting up 
registration statements is a relatively 
large item, a new one since the Securi- 
ties Act was passed. Also private sale 
avoids the preparation of many small 
MAR. 28, 1940 


denomination bonds and sometimes | 
avoids engraving expenses entirely, 


iu must not be supposed, however, 
that the saving in expenses is en- 
tirely a net saving, the reason being 
that elimination of expense is split be- 
tween issuer and purchaser. The in- | 
surance companies know just what it 
costs to get an issue registered and they | 
know just what it costs to employ in- 
vestment bankers. And they insist upon | 
getting a substantial part of the sav- | 
ings for the insurance companies, as 
they should, considering that they are 
trustees. However, if the officers and 
representatives, legal and otherwise, of 
the issuing company are good bargain- 
ers they should probably be able to re- 
tain for their company a small portion 
of the saving. 

The fact of the matter is that issuing 
companies are more and more favoring 
private sales, not because of real or 
imaginary economies, but for an en- 
tirely different reason. As one sophisti- 
cated corporation official said to me in 
regard to the prices paid for corpora- 
tion bonds: “Whether you deal with 
an underwriting syndicate of invest- 
ment bankers or with a group of insur- 
ance companies, they are a bunch of 
wolves in either case.” 


HE fundamental reason why utili- 

ties and other corporations favor 
the private sale is that it is simpler, 
faster, and in many cases far surer 
than the public offering method. In 
other words, it saves an enormous 
amount of labor, worry, and possible 
trouble for the corporation. To use the 
inelegant language of one utility off 
cial, the preparation of a registration 
statement is like having a baby. Or to 
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FINANCING OF SECURITIES BY “PRIVATE SALE” 


quote the more careful and dignified 
explanation of Mr. Rodgers of the 
Metropolitan Life: 


The preparation of a registration state- 
ment with its voluminous exhibits and fre- 
quently numerous amendments is a metic- 
ulous and time-consuming undertaking. It 
usually takes from thirty to sixty days to 
prepare a registration statement. Then, 
after it is filed with the SEC, a further 
period of at least twenty days must elapse 
before it becomes effective. Not infrequently 
this period is extended by the necessity of 
filing amendments. The underwriting com- 
mitment is not usually actually made until 
the last few days of this period and then 
only if market conditions are favorable. 

Regardless of when the commitment is 
made, it customarily contains a market 
clause releasing the underwriters in the 
event of adverse conditions. The result is 
that, even though market clauses are in- 
frequently invoked, the final sale of the se- 
curities depends on market conditions, so 
that the issuer can by no means be certain 
that its securities will be distributed in ac- 
cordance with its program. 


In the jittery markets caused by in- 
ternational disorder, several large utili- 
ties have felt that they could not take 
the chance of waiting several months 
to comply with all the technicalities of 
registration. “The insurance com- 
panies will go through with the deal, 
once they agree to it, no matter what 
the markets do,” one utility president 
said to me. “They put in their own 
money, and that’s that.” 


bow than a month is frequently ade- 
quate time to negotiate and close a 
private placement. There is expedition 


and certainty, not only because the in- 
surance companies are but little both- 
ered by changing market conditions, 
but also because the transaction is 
simpler all around. 

The point is made that if private 
selling continues to increase, the ma- 
chinery of investment banking will 
eventually be destroyed, a consumma- 
tion that will be bad for all concerned. 
But even those who doubted the wis- 
dom of by- passing the investment 
banker have had little choice in the 
matter. After all there is nothing more 
pressing and imperative, day after day, 
in the financial machinery of the coun- 
try, than the filling of their portfolios 
by the great life insurance companies ; 
they cannot wait; they must act. The 
officials of these companies must not 
be more loyal to their investment bank- 
ing friends than they are to their own 
policyholders. 

One of the larger companies felt that 
it had to secure $4,500,000 of a certain 
issue of utility bonds in 1937 in order 
to maintain its portfolio. To secure 
that amount it had to buy from 148 
different houses, 5 bonds each from 30 
houses, 10 bonds each from 56 houses, 
and so on. Each such transaction is 
separate and each must be paid for 
separately. In a private sale there is 
one negotiation, one single payment, 
and few unnecessary operations. 


“... The market for bonds has been almost solely institu- 
tional. Individuals bought 5 per cent bonds at 98 in the 
20’s; they have not been buying 3 per cent bonds at 101 
and 102 in the 30’s. Not only are individuals unwilling 
to buy at prevailing high prices and low income yields; 
they have smaller surplus incomes for bond investments, 
both because of depression losses and higher taxes. The only 
market for very low-yield bonds is an institutional one; .. .” 
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HEN, too, it is a very real question 

whether investment bankers could 
have sold issues of bonds, whether re- 
funding or for new money, in recent 
years to the public at large. If the 
private sale had not developed it is 
likely that the bankers would have sold 
a large portion of these bonds to the 
very same life insurance companies 
which have bought them privately. 

The reason is obvious: The market 
for bonds has been almost solely insti- 
tutional. Individuals bought 5 per cent 
bonds at 98 in the 20’s; they have not 
been buying 3 per cent bonds at 101 
and 102 in the 30’s. Not only are indi- 
viduals unwilling to buy at prevailing 
high prices and low-income yields ; they 
have smaller surplus incomes for bond 
investments, both because of depres- 
sion losses and higher taxes. The only 
market for very low-yield bonds is an 
institutional one; what then is more 
natural than for some of the institu- 
tions to save a penny here and there 
when possible ? 

A final criticism made of the private 
sale is that it is opposed to the spirit 
of the Securities Act. The argument 
is that the exemption from registration 
requirements granted to issues not in- 
tended for “public offering” was in- 
ténded to apply to occasional or iso- 
lated small local issues, and was not in- 
tended to be stretched to the regular 
practice of insurance companies in 
taking great issues of national impor- 
tance. 


even may or may not be the case; 
this article is already too long; 
there is no time to go into an exhaus- 
tive legal or historical inquiry into all 
the aspects and origins of the Securi- 
ties Act. But this particular criticism 
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should not be taken too seriously. After | 
all, the Securities Act was designed pri- 
marily to protect investors, particularly | 
small investors unable adequately to 
inform themselves, from fraud and 
dishonesty in the public distribution of | 
securities. It is stretching an argument | 
painfully thin to try to show that the | 
policyholders of the Metropolitan, | 
Equitable, Prudential, New York, Mu- | 
tual, and similar life insurance com- | 
panies need exactly the same machin- | 
ery of protection that is required for 
the poor boob who buys a fake mining 
stock. 

The simple truth of the matter is | 
that private sales developed as an al- 
ternative method of financing when 
market conditions made public financ- 
ing very difficult. It has proved a use- | 
ful supplement to public distribution 
and a stabilizing influence on the flow 
of capital. It is too early to say that 
the investment banker, who has been 
so useful in mobilizing capital in the 
past, has been pushed out of the pic- 
ture permanently. A modification of 
the admitted severities and rigidities of 
the Securities Act, or a return to more 
normal markets, might easily change 
the situation. 

Mr. Rodgers of the Metropolitan 
Life says that the life insurance com- 
panies would prefer to purchase rela- 
tively small amounts in a large number 
of issues rather than large amounts in 
a comparatively few issues. But in re- 
cent years the volume and number of 
issues have been very small. With an 
adequate supply of securities which 
should accompany the return of more 
normal market conditions, the tendency 
might well be to reduce the volume of 
direct or private purchases by the life 
companies. 
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People Like to Listen— 
So Why Not Send a Speaker? 


A bank officer discovered many budding orators among his 

clerks and tellers. So he organized a speakers’ bureau and sent 

a speaker whenever asked by a lunch club, a neighborhood 

meeting, or a convention—a suggestion to the utilities, includ- 

ing a recommendation that political and other sleeping dogs 
be avoided. 


By JAMES H. COLLINS 


NCE upon a time there was a 
@ bank, and its young clerks and 

tellers pursued all sorts of 
hobbies. 

Among them, there was a group that 
liked public speaking. There were a 
dozen or more budding orators who at- 
tended debating classes, learning to 
take any side on every topic, and talk 
for it, or against it, fluently and with- 
out embarrassment. 

For practice, they entered debates 
wherever they were going on, and with 
the keen edge of youth, would tackle 
any problem : social, economic, political 
—even occasionally financial. Quickly 
they would marshal all the pros and 
cons, whichever was assigned them, 
and labor to persuade the audience, 
however small, that their side was the 
only one worth consideration. 

That was the way the game was 
played and, as in other games, they 
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could dish it out or take it with equal 
cheer fulness. 

Their enthusiasm attracted the at- 
tention of a bank officer, who got to 
thinking. 

“All that energy! Could it be turned 
to some useful purpose? There’s hard- 
ly a week but somebody calls me up 
and asks if I know where to get a 
speaker for a service club’s lunch, a 
parent-teachers’ meeting, a convention. 
People seem to have a boundless capac- 
ity for being spoken to, and here we 
have speakers—there must be a way to 
make the supply fill the demand.” 

And there was. 

He talked with his young orators, 
found out what they had talked about, 
and made a list: 


Jones— Has discussed the tariff, 
the business cycle, city affairs—has a 
good speech on “Does Speculation 
Serve Any Useful Purpose?” 
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Smith—Home economics; What 
I’d Do if I Had a Million Dollars (in- 
vestment) and How Much of Your 
Income Should Be Saved. 


Johnson—Has been abroad, and ex- 
plains invisible exports, foreign trade, 
how to see Europe economically. 


Each speaker’s willingness to answer 
requests, noon and evening, was noted 
down, and thereafter when anybody 
asked the bank for a speaker, one of 
these volunteer orators was sent. 


i Peo many California banks, 
both the large branch bank sys- 
tems and individual banks, have some 
sort of speakers’ bureau, and have be- 
come known for their ability to send 
speakers, especially on short notice, 
where a scheduled speaker has to cancel 
his engagement, or a meeting is hur- 
riedly organized. 

Any utility company is welcome to 
this idea. It isn’t patented, and can be 
adapted to the spontaneous oratory 
generally found in a gas, electrical, or 
street railway corporation, or might be 
maintained as a mutual convenience by 
several utility companies in a com- 
munity. 

Somebody who is interested in list- 
ing the available speakers, with their 
favorite topics, and running the bu- 
reau, and the thing’s done. 

Through the years, these bank 
speakers have done much to create un- 
derstanding of banks, and good will. 
They went through the “bank holiday” 
that followed President Roosevelt’s in- 
auguration in 1933, when people want- 
ed to know what bank men thought. 
They thought themselves that the clos- 
ing must have given bank employees a 
splendid holiday, whereas any bank 
man who went through that crisis will 
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assure you that he never worked harder 
in his life. 

Don’t get the notion that these 
speakers go around defending banks, | 
dispelling the popular prejudice against | 
them, or carrying on propaganda. 

First, the organizations that ask for 
speakers generally name the subject 
they want to hear discussed, and it may 
be social, political, educational, inter- | 
national. 


EF financial subjects are selected, the 
audiences usually want to hear how | 
some department of a bank operates. | 
There is a wide interest just now in | 
home loans, what the FHA requires, 
how much money is needed for a down | 
payment, how long a mortgage can 
run, what loan officers do to help the 
home buyer pick out an honesily built | 
house and an adequately restricted lot. 
There is a demand for information 
on the new item that appears on their 
monthly checking account statements, 
the charge for service—until the de- 
pression forced it, few banks made a 
monthly charge for the amount of serv- 
ice each depositor required, and the 
public had been led to believe that banks 
got rich on free service. It is a subject 
easily explained, and people understand 
that, even when they pay for the han- 
dling of checks, it is one of the cheap- 
est time-saving conveniences they buy. 
Business gatherings are interested 
in foreign trade, and the documents 
with which it is carried on, and in the 
many new loan services developed for 
the merchant, the manufacturer, and 
especially the instalment goods retailer, 
since money became so cheap and 
plentiful. 
What a bank does for its customers, 
and how to use its services to the best 
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PEOPLE LIKE TO LISTEN—SO WHY NOT SEND A SPEAKER? 


advantage in business and family af- 
fairs, is the burden of the song, and 
many of the topics could easily be 
transposed to utility services. 

“Why Should I Make a Will?” is a 
popular subject, and the other day an 
interesting consequence followed a talk 
on wills. In the audience at a business 
association’s annual dinner was a man- 
ufacturer who, during the depression, 
had made a sizable fortune with a new 
invention. More than once he had been 
advised to make a will, but said, “I 
have only my wife and boys—if any- 
thing happens to me, they’ll inherit all 
I've got.” But listening to a bank 
speaker whose daily work was handling 
estates, he discovered that, if he died 
without a will, after much read- 
justment of his affairs, his money and 
his business would not be enough to 
meet inheritance taxes — his boys 
would still owe the government money. 


ame light and power companies, 
and other organizations that enter 
into the daily lives of people, mean very 
little to them beyond the monthly bill 
or statement. It is assumed that, be- 
cause they are big, they must be rich, 
that probably their charges are figured 
to make fat profits, and that being cor- 
porations, they can take care of them- 
selves. The family wrestling with 
grocery bills, rent, instalments, and the 
prospects of a vacation does not dream 
that business executives wrestle with 


precisely the same items on a large 
scale. 

Bank speakers make a hit when they 
are able to step into the family wres- 
tling match with the budget, and lend a 
hand with information gained in the 
handling of hundreds of similar prob- 
lems. 

One of the Los Angeles high schools 
brought students and their fathers to- 
gether at a lunch. The money relations 
of fathers and sons was one topic to be 
discussed, and a bank was asked if it 
could send a speaker. 

How much allowance should a boy 
have? What control over his money? 
How far could he go in earning money 
outside of school hours without harm 
to his studies or health? How much 
should a boy save out of an allowance? 
What was the sensible way to provide 
for a boy so he would not have to ask 
for money? 

One of the bank’s officers volun- 
teered for this assignment, and took his 
two sons with him. His explanation of 
how they managed the money problem 
between them was so practical that 
other schools wanted to hear about it. 


HE demand for speakers is con- 
stant among service lunch clubs, 
parent-teachers’ associations, neighbor- 
hood improvement organizations, 
chambers of commerce, and business 
associations. 
Some of these organizations, like the 


tions that enter into the daily lives of people, mean very 


q “BANKS, light and power companies, and other organiza- 


little to them beyond the monthly bill or statement. It is 
assumed that, because they are big, they must be rich; that 
probably their charges are figured to make fat profits; and 
that being corporations, they can take care of themselves.” 
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service clubs, meet every week, except 
during the summer, and, with forty or 
more scheduled meetings, need a great 
many speakers. They cannot afford 
paid speakers, and so volunteer speak- 
ers and volunteer topics are welcome. 

They are maintained for contacts, 
enabling the man tied down to his desk 
to combine lunch with acquaintance- 
ships, a chance to learn something about 
the community he lives in, and some 
entertainment. 

Their speakers’ committees are con- 
stantly on the lookout for variety, and 
an offer to put on a “show” with speak- 
ers from a single corporation, to give 
some idea how a gas or electrical com- 
pany is run, usually meets with a cordial 
response. 

Neighborhood associations and busi- 
ness organizations do not meet so often 
—sometimes their annual dinner is the 
chief gathering. They are interested in 
subjects like taxation, city manage- 
ment, community improvement, em- 
ployee relations, operating economies, 
new business methods. Bank speakers 
are often able to point out advantageous 
ways of borrowing and financing. 

Utility corporations supply the same 
people with services, and both in homes 
and business plants have knowledge of 
the latest methods in installation and 
operation. Speakers from sales and 
service departments can tell audiences 
things they will find it well to know. 

Parent-teacher and neighborhood 
improvement associations are inter- 
ested in community problems from the 
human angle. 


Pyne organizations, like wo- 
men’s clubs, chambers of com- 
merce, and fraternal lodges, seek a 
speaker for their annual dinners, be- 
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cause regular programs occupy them 
at other times. They like an outsider, 
preferably a “keynoter,” to discuss 
some current question, local or national, 

Banks receive a good many requests 
for speakers on live political issues, and 
in California some of the banks look 
upon them as too hot to handle, and 
courteously decline to participate. 

During the famous Ham an’ Egg 
campaign for old-age pensions last fall, | 
everybody wanted to hear speakers on 
that issue. 

One large banking organization 
stated its position in declining speak- 
ers, Saying that the question was one to 
be decided by voters, and that the bank | 
did not want to influence either side. 

But another large banking system | 
had more than twenty speakers explain- 
ing the cold facts about the proposition 
from a banking and legal standpoint. 

It will be remembered that the old- 
age pensions were to be paid in war- 
rants, not money. Under existing bank 
laws, no bank could handle these war- 
rants in any way, and explanation of the 
law did not involve the bank on either 
side. While political issues are hot dur- 
ing a campaign, they are generally for- 
gotten after the election. Impartial 
statements of law bearing upon them 
do not seem to create any lasting preju- 
dice in the public mind. 


g™ these issues are “loaded,” and 

a utility corporation may well sur- 
vey its popular status at the time. A 
company that happens to be the center 
of a rate controversy at the moment 
might be regarded as taking sides, 
where another company, with no con- 
troversy afoot, would be regarded as 
rendering a service, throwing its beam 
of light on a vexed question. 
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PEOPLE LIKE TO LISTEN—SO WHY NOT SEND A SPEAKER? 








Bank Speakers 


“,.. many California banks, both the large branch bank systems 
and individual banks, have some sort of speakers’ bureau, and have 
become known for their ability to send speakers, especially on short 
notice, where a scheduled speaker has to cancel his engagement, or 
a meeting is hurriedly organized. Any utility company is welcome 
to this idea. It isn’t patented, and can be adapted to the spontaneous 
oratory generally found in a gas, electrical, or street railway 
corporation...” 





It is always good policy for a speaker 
to explain, when discussing controver- 
sial issues, that he speaks for himself, 
not his institution, and as a voter and 
a citizen endeavoring to contribute in- 
formation that will help others make 
the best decision for the community. 

Another subject, in keen demand, 
and even hotter to handle than political 
issues, is prophecy. 

“How will business be the coming 
year?” asks the Third Ward Mer- 
chants’ Association of the guest speak- 
er; and the fact that he comes from a 
bank, where he is manager of the safety 
deposit department, qualifies him with 
them as a man peculiarly able to answer 
such questions. 

And a utility speaker, after studying 
the company’s curve of meters for the 
past thirty years, discovering what he 
thinks is a cycle of rises and decreases, 
may fall for the notion that he has 


found a basis for predictions. If so, 
people will listen to him with respect, 
because the rise and fall of meters has 
direct bearing on their rents, sales, em- 
ployment, production, and pursuit of 
happiness. 


| iil with all the present-day refine- 
ments of statistics, and the the- 
ories of cycles and what not, we do not 
seem to be more certain about what is 
going to happen than were our grand- 
fathers. Predictions are easy—and the 
one thing certain about them is that 
something else always happens, some- 
thing that nobody prophesied. 

If such curves and statistics as the 
company may have are studied to find 
out, not what may happen, but what has 
already happened, the speaker may be 
able to give his audience far more use- 
ful information. 

In California, just now, there is 
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much speculation about what may hap- 
pen to the price of oranges, which has 
not been very satisfactory lately. 

A bank officer who deals with orange 
growers, invited to address a gathering 
of growers, discussed prices from the 
viewpoint of costs. Through making 
loans, he had secured figures showing 
that orange groves yielded all the way 
from 150 to 700 boxes per acre, with 
variations of 200 boxes in the average 
yields. Also, there was a wide variation 
in quality, some fruit being high grade, 
some medium to poor, and quality af- 
fects price. 

Examination of management meth- 
ods showed that both yields and quality 
were to a great extent within the grow- 
er’s own control, such as fertilization, 
spraying, cultivation, cover crops, the 
use of up-to-date machinery, and so 
forth. 


i pide plays a big part in growing 

oranges at a profit—a grower 
may spend two or three hundred dol- 
lars an acre before an orange is picked. 
Accounting plays a big part. So, this 
bank speaker was able to show that 
good accounting and progressive meth- 
ods not only made profits, but that the 
grower with good accounting figures 
for the past five years was able to step 
into a bank and borrow money with 
greater facility than the one whose ac- 
counting was careless. 

In the industrial departments of 
utility corporations similar figures 
would probably show the same situa- 
tion in local manufacturing, store- 
keeping, real estate management, and 
other lines. The variations between 
good, indifferent, and poor equipment, 
and in costs, quality, speeds, sales, and 
like factors, would make the story. 
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It will be asked, “What happens to 
their work while these bright young 
men are filling speaking dates ?” 

The answer is, frankly, that it takes 
time, and most often working time 
from the business day, because many 
of the speakers talk at lunch meetings, 
If lunch starts at 12 and is over by 
1:30, there are two and a half hours 
out of the middle of the day. If it hap- 
pens often— 

But where there are a couple of 
dozen speakers available through a bu- 
reau, it doesn’t happen too often. They 
alternate, sharing the assignments. 
Also, the capacity of the speaker is lim- 
ited—if he talks too often he grows 
stale on his subjects. 

The cost in time is easily controlled, 
and against it must be credited, not 
only the good will to the business, but 
the benefit to the speakers. 


| gronens speaking of this kind, they 
have found in California, gives the 
speaker generous returns for the time 
and work put into it, counting the time 
contributed by his organization. 

In the first place, he makes a lot of 
new friends for himself and his insti- 
tution. When the company has a prob- 
lem, he may know somebody who can 
help solve it, a listener at one of his 
talks. When people in his audiences 
have a problem, the concern he works 
for is no longer an impersonal cor- 
poration, but one in which they know a 
man, the fellow who spoke at that 
meeting, who seemed well informed 
and human. 

Contacts with audiences increase his 
knowledge of the topics he talks about. 
Anybody can write and deliver a talk 
about his work, whether it be meter 
reading, loans, peak loads, or escrows. 
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But deliver that talk to an audience, and 
invite questions, and it will quickly be 
discovered that people have different 
slants on the subject. The technicalities 
that interest the speaker are not as im- 
portant to an audience as its own ques- 
tions. It asks how meters, peak loads, 
loans, or escrows can be helpful in its 
own everyday affairs. The technicali- 
ties of the subject, the wonderful prog- 
ress that has been made, the size and 
complexity of the company’s meter or 
escrow department, are secondary to 
“Me and mine—what is it going to do 
for me?” 

The speaker learns what’s on the 
public mind. He learns how to adapt 
his subject to everyday people. He 
learns how to present things so people 
will be interested. He learns things that 
cannot help but make him a better em- 
ployee or officer. 


le California banks, it is the practice 
to canvass the whole organization 
at least once a year, asking for volun- 
teer speakers, listing their subjects, and 
assigning beginners to small audiences, 
often in their own neighborhood, to 
help them grow accustomed to speak- 
ing. Employees are also asked to refer 
all requests for speakers to the bureau, 
and to report outside speaking engage- 
ments that they accept, in the interest 
of codrdination. 


Many employees, unable to speak, 
are capable of singing or playing in- 
struments. The banks list their glee 
clubs, quartettes, instrumental ensem- 
bles, and soloists, and assign them for 
entertainment, with corresponding 
good will for the institution. Musical 
employees get great pleasure out of 
these performances with real audiences, 
and in one case a bank radio program 
was made up entirely of such enter- 
tainers. 

As propaganda, reaching masses of 
people, and molding their opinions, 
overcoming popular prejudice and mis- 
understanding, these speaking activities 
work no particular wonders. 

A customer may have heard a dozen 
speakers from the bank, or the com- 
pany, and liked them, but if his loan 
is called, or he thinks his meter is fast, 
the corporation is a corporation still, 
and he is hot under the collar. 

Yet, if he knows a man in the com- 
pany, a speaker he shook hands with 
after the talk, he can at least take his 
trouble to a man, and probably get it 
amicably settled. 

Speakers do not reach millions. This 
is not a mass audience proposition. 

But they do reach thousands in the 
course of a year, and mostly key people, 
giving them practical information 
about company methods, policies, and 
problems, and letting them know that 


e 


not meet so often—sometimes their annual dinner is the 


q “NEIGHBORHOOD associations and business organizations do 


chief gathering. They are interested in subjects like taxa- 
tion, city management, community improvement, employee 
relations, operating economies, new business methods. Bank 
speakers are often able to point out advantageous ways of 
borrowing and financing.” 
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a business organization, no matter After all, the thing was started 
how big, is still composed of men and originally to utilize all of the squeals 
women. in a large organization. 

This is bound to have its results in Regard it as by-product. Is it not well 
better public understanding. worth utilizing? 





Public Interest in the Railroads 


“—* is quite obvious that practically everyone is vitally in- 
terested in one direction or another in the railroads. The 
nationalization of this $26,000,000,000 industry—reaching into 
every part of the United States—would concentrate great and 
unprecedented powers in the hands of the Federal government. 
Moreover, it would create a powerful and menacing bureau- 
cracy. This can only be appreciated by the fact that nationaliza- 
tion would add around 1,000,000 railway employees to the num- 
ber of persons now on the Federal payroll. The Federal gov- 
ernment already has over 850,000 civil employees on its regular 
or permanent payroll. Therefore, if the government should 
take over the railroads this would have the effect of more than 
doubling the number of permanent government employees. 
Then when the dependents of this great army are added, it 
would mean that somewhere between seven and nine million 
persons in the United States would be dependent upon and 
subservient to the political party in power. 

“There is no popular demand for government ownership and 
operation of the railroads; on the contrary, public sentiment 
seems to be overwhelmingly opposed to it, according to the in- 
formation contained in fairly recent surveys made by the Gal- 
lup poll, FortTUNE magazine, National Industrial Conference 
Board, Transportation Conference, and the opinions expressed 
by a number of other state and national organizations. Never- 
theless, the gradual financial disintegration of the transporta- 
tion machine in the last few years of the depression has con- 
vinced a number of well-informed students of this problem 
that government ownership and operation of the railroads will 
sooner or later be inevitable. Now the war might be the excuse 
to take them over.” 

—Excerpt from report of Railroad Securities Com- 
mittee, Investment Bankers Association of America. 
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Extension of Rural Lines As a 
“Good Neighbor” Policy 


Inaregion where thirteen codperative electric associations are oper- 

ating and where TVA power lines threaten to thread their way into 

new areas, a privately owned electric utility company, says the 

author, continues to increase its rural electrification plan at a profit 
and is making plans for building more lines this year. 


By W. CLARENCE ADAMS 


ITH the increasing encroach- 

W ment of the Tennessee Valley 
Authority on new areas and 

the rapid expansion of government- 
financed codperative associations into 
numerous districts, the building of 
rural electrification lines into new com- 
munities in the mid-South by private 
electric utilities is something that must 
be undertaken with caution and after 
careful planning has been exercised, if 
profits are to result. But to Harvey C. 
Couch, president of the Arkansas 
Power and Light Company, these two 
strong fields of competition have 
served only to develop a stronger 
spirit of initiative and determination. 
Today, this private electric utility in 
Arkansas has a most efficient rural 
electrification policy, designed on the 
“good neighbor” basis. That this 
policy is sound is borne out by the fact 
that the company is threading its lines 
into new districts each month on a 
profitable basis, with a larger building 
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program planned for this year than at 
any other time in the utility’s history. 
Although the Arkansas Power and 
Light Company started its rural ex- 
pansion policy hardly five years ago, it 
already has fed its power lines into 56 
of the 75 counties in that state. 

The future possibilities of these 
projects, scattered throughout Arkan- 
sas, and particularly in the northern 
district where fruit, live - stock, and 
truck production are the principal 
means of income, have not as yet been 
fully determined by the company’s en- 
gineers; but the program, in general, 
apparently is deemed successful, as its 
principles are being picked up by sev- 
eral other electric utilities in the South- 
east, the Middle West, and also by the 
Rural Electrification Administration 
in Washington. 


ERHAPS it is because Harvey Couch 
himself was reared on a farm, 
spent many weary hours in his youth 
MAR. 28, 1940 
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following the furrow behind the plow, 
that he has been inspired to formulate 
the effective rural electric policy of his 
company. Because he understands the 
problems facing the average farmer in 
Arkansas, he knows why they cannot 
spend any great sums on electricity, 
which, heretofore, they have con- 
sidered a luxury beyond their reach. 
Knowing these conditions, he has 
sought to send power into these low- 
income areas at the lowest possible fig- 
ure. But he has not stopped at that 
point. He has made it possible for each 
farm family to have its home wired at 
practically no cost, except labor, and he 
has gone out of his way to seek new 
means of income for the farmers by 
use of electricity. Built on this founda- 
tion, the company’s rural expansion 
policy has increased in importance each 
year since the first low-cost experimen- 
tal project was started in 1935. 

To understand fully the success of 
this rural electrification policy, it might 
be well to explain some features of the 
company’s “good neighbor” spirit 
which probably is chiefly responsible 
for its success in this field. 


: making surveys for new rural 
lines, engineers frequently found 
that projects were not economically 
sound because less than three custom- 
ers to the mile could be secured. In 
many small communities, where sur- 
veys showed a potential customer list 
of perhaps 75 to 100, less than 10 or 15 
customers were secured. 

After months of planning, the com- 
pany projected the plan whereby each 
farmer along the route where a new 
line was being set up could put in suffi- 
cient labor with the construction crew 
to guarantee the wiring of his home 
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without cost. Thus, two objectives 
were accomplished: The building of 
lines at lower costs, by use of farm 
labor, and the acquisition of hundreds 
of additional customers along the new 
lines. 

Although not all customers are in- 
terested in helping to build lines in ex- 
change for wiring of homes, nearly 90 
per cent are interested and are grati- | 
fied over the opportunity to obtain this 
service without cost, except labor. The 
small per cent preferring to pay cash | 
helps to balance the program and make 
it more efficient. 

Engineers of this utility have found 
that practically every farmer-customer 
may be employed in nontechnical tasks 
in building of lines, such as hauling 
poles, digging holes, setting poles, 
clearing rights-of-way, trimming trees, 
driving trucks for pole line crews, and 
other necessary duties. Often, some 
customers working on projects are not 
so efficient as regular crew members of 
the company, but Mr. Couch points out 
that the increased number of custom- 
ers connected as a result of this feature 
more than offsets any drawback in this 
connection. 


HE power company has not limited 

the prospective customer to the 
one item of wiring his home without 
cash outlay. The customer may put 
in sufficient labor to pay for attractive 
and inexpensive fixtures and buy a few 
appliances, as lamps, fans, and irons in 
addition. 

The farmers themselves, who have 
been found most eager to obtain the 
benefits of electricity, feel closer to the 
company as a result of helping to build 
the lines, although their services are 
well repaid. 





EXTENSION OF RURAL LINES AS A “GOOD NEIGHBOR” POLICY 


Backing up this phase of its rural 
electrification policy, the Arkansas 
Power and Light Company, through 
countless experiments in low-cost con- 
struction, has developed a particularly 
efficient low-cost line which is more 
economically feasible for use in the 
sparsely populated districts of north 
Arkansas, where the utility’s principal 
stress is being laid at present. In these 
districts, wherethere are only from two 
to four customers to the mile, it is not 
necessary to build high-cost lines. The 
weather hazards, such as ice, sleet, 
snow, and tornadic winds, are less se- 
vere here in north Arkansas than in 
other districts in the Middle West, the 
North Central states, or in the North- 
eastern states. 

Not so many years ago, few rural 
electric lines were built for less than 
$1,000, and few were constructed for 
even that figure, but the Arkansas 
Power and Light Company is today 
building efficient rural lines for ap- 
proximately $525 per mile. 


W EN the company first started ex- 
perimental work in rural elec- 
trification, lines cost about $900, with 
the figure later being scaled down to 
between $700 and $800. But an even 
lower figure was necessary to gain cus- 
tomers. So engineers of the utility 


were requested to develop a new low- 
cost line. 

The result was the design of what 
is said to have been the first of the 
new low-cost lines developed especially 
for farm use with the phase conductor 
carried on a pin on the top of the pole 
and the multigrounded neutral con- 
ductor carried on a bracket and fas- 
tened to the pole at a lower level. Engi- 
neers found, after many experiments, 
that not only could conductors be car- 
ried without crossarms, but trans- 
formers as well might be installed also 
without crossarms by using the low- 
cost, rural, roof-type bushing trans- 
former with a bracket for mounting the 
transformer directly on a through bolt. 


| Vipsew low-cost lines to send elec- 
tricity into homes of farmers, 
dairymen, poultry growers, and live- 
stock producers, and allowing custom- 
ers to participate in constructiontoearn 
sufficient credit for wiring of homes, 
are vital points in the Arkansas Power 
and Light Company rural expansion 
program, but there are many other fac- 
tors that have entered into the com- 
pany’s policy that make it practicable. 
They all come under one head—that of 
loading the lines to make them profit- 
able to the company in supplying 
current. 


e 


“UsING low-cost lines to send electricity into homes of farm- 
ers, dairymen, poultry growers, and live-stock producers, 
and allowing customers to participate in construction to earn 
sufficient credit for wiring of homes are vital points in the 
Arkansas Power and Light Company rural expansion pro- 
gram, but there are many other factors that have entered into 
the company’s policy that make it practicable. They all come 
under one head—that of loading the lines to make them 
profitable to the company in supplying current.” 
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M®* Couch expresses his meaning 

of the “good neighbor”’ policy as 
“getting a little closer to our people.” 
And that is just what the officials of 
the utility try to do in the communities 
where power lines are threaded. He 
points out logically that codperation 
means a “big thing” when it comes to 
building and loading rural lines. With- 
out the codperation of the customers, 
little can be accomplished. 

When a power line project is pro- 
posed, meetings are scheduled at school 
houses, churches, and community halls 
over the district through which the 
lines are to serve. Sometimes these 
meetings, which officials of the com- 
pany attend to explain details of the 
project, are turned into social gather- 
ings with old-fashioned “pie suppers,” 
and the like. The spirit of fellowship is 
fully exemplified. 

Sometimes the company must make 
concessions to gain the good will of the 
prospective customers. For example, 
Mr. Couch points out that at one such 
community meeting, the question con- 
cerning extending service to a near-by 
community church arose. Company 
officials explained that if the pastor 
would speak to his congregation and 
persuade several of the men to donate 
their services for a day or two in build- 
ing the lines in that vicinity, the church 
would be wired and fixtures installed at 
no cost to the church. This opportunity 
for codperation has now been extended 
to all communities and, as a result, the 
ministers are some of the most loyal 
boosters of the company’s rural expan- 
sion program. 


| P in the hills of north Arkansas, 
it is often not easy to obtain 
representative groups in one place for 
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meetings, especially in the winter 
months, owing to the thinly populated | 
areas and the great distances some 
must travel to attend. But the company 
found that if a washing machine was 
offered to the family attending with the 
largest number of children, or a re- 
frigerator was awarded to the man and 
wife bringing the largest number of 
children under fifteen years of age, the 
attendance would be all that was ex- 
pected. 

Whenever a new project is placed 
into service, the throwing of the switch 
to energize the lines is usually cele- 
brated with some sort of service, fol- 
lowed by a barbecue, basket lunch 
spread for all, or a pie supper. These 
are always well attended by rural folk 
and usually an official of the company 
appears on the program for a talk. 

Because most rural customers, par- 
ticularly in the north Arkansas region 
and other districts in the Mid-south, 
are reluctant to use more than the mini- 
mum of electricity at first, the Arkan- 
sas Power and Light Company has at- 
tempted to solve this situation by giv- 
ing intensive study to the problems of 
the farmers and working out projects 
which will increase their incomes 
through use of electrical appliances. 
This results in the lines being loaded 
to a higher and more profitable level 
and, at the same time, farmers them- 
selves are benefited. 


oo most electric utilities prefer 
to work directly with county 
agricultural agents and home demon- 
stration representatives in each county, 
the Arkansas Power and Light Com- 
pany, while always codperating with 
these groups, works directly with the 
farmers. The company has a separate 
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Use of Low-cost Electric Line 


“... the Arkansas Power and Light Company, 
through countless experiments in low-cost con- 
struction, has developed a particularly efficient 
low-cost line which is more economically feasible 
for use in the sparsely populated districts of 
north Arkansas, where the utility’s principal 
stress 1s being laid at present. In these districts, 
where there are only from two to four custom- 
ers to the mile, it is not necessary to build high- 


cost lines.” 





department, the Rural Development 
Department, under the direction of 
W. M. Shepherd, which does nothing 
but aid farmers and supply informa- 
tion on improved methods of operat- 
ing farms. The greatest task of the de- 
partment is to aid farmers to find new 
and enlarged markets for their prod- 
ucts, because this is what the farmer- 
customer is vitally interested in at all 
times. 


I the dairy regions, the company 
has been instrumental in securing 
creamery, cheese, butter, and dairy 


products’ plants. These demand 
greater milk outputs from farms. And 
to the farmers seeking to supply milk 
to the plants, the company’s represent- 
atives have gone and demonstrated 
how dairy cattle, having access to 
water at all times, produce more milk, 
how greater profits can be effected with 
cheaper feeds, and also how profits can 
be stepped up by milking larger herds. 
This all means, of course, that the 
farmer must install water pumps, feed- 
grinding machines, and milking appa- 
ratus, all of which are operated by elec- 
tricity. 
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M® Shepherd points out, for ex- 
ample, that a very efficient ham- 
mer mill is now on the market, selling 
for less than $70, which will do a satis- 
factory job of grinding small grains 
for the farmer whose grinding require- 
ments are not too large. It has a ca- 
pacity of up to 700 pounds of cracked 
corn per hour and automatic feeding 
arrangements make unnecessary the 
attention of an operator. 

“We estimate,” Mr. Shepherd goes 
on to say, “that a farmer with 5 cows, 
4 horses, and 100 hens can take care of 
his grinding requirements in about 
one-half day’s grinding per week. If 
he has more stock, he probably should 
buy a larger mill.” 

Where farmers market considerable 
produce, as well as dairy and poultry 
products, the Arkansas Company’s 
representatives work with these cus- 
tomers to point out that milk refrigera- 
tion, egg refrigeration, and refrigera- 
tion of other perishable products of the 
farm will return greater savings than 
perhaps any other application of elec- 
tricity. 

“The milking machine alone,” states 
Mr. Shepherd, “will save 35 to 50 per 
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cent of the milking labor. It can be 
powered by a one-sixth horsepower 
motor for individual units up to one- 
half horsepower per cow for central- 
ized units. Energy consumption is 
about one and one-half to three kilo- 
watt hours per cow per month. 

“The cream separator and churn 
can be driven with a one-eighth to one- 
fourth horsepower motor at an aver- 
age consumption of around one-half 
kilowatt hour per thousand pounds of 
milk. Putting it ona yearly basis, canthe 
average dairyman afford to turn a sep- 
arator by hand for over 200 hours a 
year when a one-fourth horsepower 
motor will do it for about one cent an 
hour?” 


Ww that is one thing that the 
company representatives must 
convince the farmers about. But, 
usually, when profits are concerned, it 
is not difficult to induce farmers to 
take advantage of these appliances. 
Greater use of lights by poultry 
growers in brooders, incubators, in 
poultry houses, and for other uses, 
has brought about a good increase in 
current. For instance, it is pointed out 
that the electric incubator is about the 
only thoroughly satisfactory incuba- 
tor, and the energy consumed per 
thousand eggs on mammoth machines 
will be as low as 20 kilowatt hours. On 
the smaller machines the average will 
go as high as 180 kilowatt hours per 
thousand eggs. The positive tempera- 
ture control, the ventilation, and hu- 
midification are not even approached 
by other types of incubators. The in- 
creased hatchability of chicks will al- 
most pay the entire cost of operation. 
Thus, these farmers in north Ar- 
kansas now being served by the Ar- 
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kansas Power and Light Company, as 
well as those in eastern and central 
Arkansas, are principally interested in 
dairy and beef production, poultry 
growing, truck farming, and fruit pro- 
duction. Most of them own their own 
homes. They cannot spend any great 
amount immediately for appliances. 
None of the farmers can be expected 
to buy machines and motors at first 
which will step up consumption on the 
lines. But gradually, with each cus- 
tomer installing a few appliances, such 
as these just mentioned, greater power 
consumption is obtained by the utility. 


Mc recently the Arkansas utility 
has gone into the truck- and fruit- 
producing regions to see what can be 
done in increasing power consumption. 
It has found that by irrigation, elec- 
trically heated hotbeds, and refrigera- 
tion, profits can be increased here for 
growers. In fact, this field has hardly 
been touched. 

These are only a few of the many 
instances where the company has 
sought and obtained greater use of 
power on its rural lines. With the cus- 
tomers safely started, the company 
need not worry about them in the fu- 
ture. They will be gradually increas- 
ing their list of appliances without 
further encouragement. 

The company has also found that 
organizing of county-wide poultry and 
dairy associations has been a great 
benefit in promoting increased interest 
in these fields. Marketing surveys and 
set-ups are conducted at frequent in- 
tervals. 

Back in 1937, when there was much 
talk about organizing rural coopera- 
tive associations in Arkansas, the Ar- 
kansas Power and Light Company 
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EXTENSION OF RURAL LINES AS A “GOOD NEIGHBOR” POLICY 


made a careful survey of needs in 
north Arkansas, in the sparsely settled 
Ozark hills, and decided it would pay 
to build lines. Accordingly, representa- 
tives went to Washington with plans 
and, shortly, the Rural Electrification 
Administration granted the company a 
$323,000 loan to build rural lines in 
seventeen north Arkansas counties. 
The lines constructed totaled 503.2 
miles to supply 1,652 consumers. 


bees nearly 10,000 farms in 
Arkansas have been electrified by 
the Arkansas Power and Light Com- 
pany in its far-reaching rural electrifi- 
cation program which practically cov- 
ers the entire state, with lines in 56 of 
the 75 counties. The company has 
slightly more than 1,700 miles of rural 
lines, with approximately 3.6 custom- 
ers to the mile. Except for a few hun- 
dred rural customers which had been 
added since the company became in- 
terested in rural electrification work in 
1926, most of the extensions have been 
made since 1935, at which time the 
company embarked on its intensive 
rural expansion program. 

So successful has the company’s 
policy of permitting farmers to partici- 
pate in construction of new lines be- 
come, that only recently the North Ar- 
kansas Rural Electric Codperative 
Corporation, which operates in parts 
of Fulton, Baxter, Izard, and Sharp 


counties in north Arkansas, has an- 
nounced it will start building lines, 
financed by REA funds, under this 
plan. C. O. Falkenwald, director of the 
examining division of the REA in 
Washington, who visited the region 
and went over details of the program, 
said members of the codperative will 
be allowed to work on construction of 
future projects of the association, con- 
tributing their services in exchange for 
credit on such items as house wiring, 
purchase of appliances and equipment, 
installation of plumbing, and electric 
bills. 

“When a member has earned $30, 
he may draw on his money to help de- 
fray cost of wiring his home or buying 
appliances,” officials of the codperative 
pointed out. “If this amount is insuffi- 
cient, he may borrow the balance from 
the codperative. If there is need for 
additional labor, he may be given the 
opportunity of earning more than 


$50.” 


N regions similar to those in Ar- 

kansas and other districts in the 
Southeast, the Middle West, South- 
west, and possibly some sections in the 
North Central states, the features em- 
bodied in the “good neighbor” plan 
for rural electric expansion can be 
used effectively and certainly to a de- 
cided advantage by electric utilities 
catering to rural expansion. 


county agricultural agents and home demonstration repre- 


q “WHERE most electric utilities prefer to work directly with 


sentatives in each county, the Arkansas Power and Light 
Company,while always codperating with these groups, works 
directly with the farmers. The company has a separate de- 
partment ... which does nothing but aid farmers and supply 
information on improved methods of operating farms.” 
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When Harvey Couch left Washing- 
ton in 1935, after serving with the Re- 
construction Finance Corporation 
since 1932, he started his company on 
the road to rural electric expansion as a 
profitable enterprise, although previous 
to this time he had been very much in- 
terested in the possibilities of extend- 
ing lines into rural sections. 

Mr. Couch believes that more abund- 
ant life will prevail on farms if the 
conveniences of the city can be brought 
to their doorsteps. When radios, elec- 
tric refrigerators, running water, bath- 
rooms, adequate lighting facilities, and 
other conveniences such as city dwell- 
ers enjoy, can be installed on farms, 
then Mr. Couch believes that farms 
will be a place where sons and daugh- 
ters, who were reared on farms, will 
want to go back to the farms to live. 
This will stop the trend from the farms 
to the cities. Perhaps it is because Mr. 
Couch was reared on a farm himself 
and understands the hardships of the 
average family that he desires to put 
power to work in these districts; but, 
nevertheless, the program which his 
company has formulated and put into 
practice is successful and is bringing 
profits to the company, although the 
rural electrification program has only 
just started. 


HE company has just issued a 

statement indicating that it will 
spend approximately $1,500,000 in 
1940. The outstanding project will be 
construction of a 70-mile transmission 
line, carrying 100,000 volts from 
Batesville northward through the 
White river valley to connect with the 
company’s Ozark division. The proj- 
ect, to involve about $500,000 in labor, 
materials, and other costs, will serve 
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some of the rural projects just com- 
pleted in north Arkansas and furnish 
needed power for the rapidly increas. 
ing needs in the area where the com- 
pany for the past three years has ac- 
tively been at work in building rural | 
lines. 

In regard to rural expansion, Mr. 
Couch said: “During 1940, we plan to 
continue our rural electrification pro- 
gram and extend lines to 2,000 more § 
farm homes. This program will be 
partly in codperation with the govern- 
ment’s program and partly in line with 
the company’s own rural electrification 
efforts which pioneered this develop- 
ment in the South.” 


HUS, in a region where thirteen 

cooperative electric associations 
are now operating and where the TVA 
power lines threaten to thread their 
way into new areas, the Arkansas 
Power and Light Company has con- 
tinued to increase its rural electrifica- 
tion program at a profit and is making 
plans for building more lines during 
the coming year. 

It has taken something more than 
ordinary efforts, however, and had it 
not been for the company’s “good 
neighbor” policy, perhaps its rural 
projects today would still be in com- 
pany notebooks as “future projects to 
be considered.” 

With farm incomes increasing from 
enlarged live-stock, poultry, and truck 
production—industries which use con- 
siderable electrical power—it is within 
reason that electric utilities in other 
districts of the nation might be inter- 
ested in the principles of this policy 
which has demonstrated its worth to 
the Arkansas Power and Light Com- 


pany. 
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Wire and Wireless 


Communication 


OLLOWING the lead of its subcommit- 

tee, the Senate Interstate Commerce 
Committee on March 7th approved a 
resolution of Senator Green of Rhode 
Island, calling for a wide investigation 
of wire tapping and the use of recording 
devices. 

Senator Green recently told the Senate 
that he wanted to find out about 
wire tapping in Pennsylvania, Massa- 
chusetts, and Rhode Island, involving 
public officials. His purpose would be 
to formulate legislation to control such 
activities. 

The Rhode Island Senator declared 
that a certain New York detective agency 
had been active in wire-tapping practices 
for political purposes. Wire tapping re- 
cently was condemned in a U. S. Su- 
preme Court decision which announced 
that the use of such a device even by gov- 
ernment law enforcement agents is il- 
legal. 

Political turmoil involving communi- 
cations service also bobbed up in the 
House on the same day that the Senate 
committee approved the Green resolu- 
tion. In the lower chamber the Repre- 
sentatives roared their approval of an 
amendment to the Interior Department’s 
appropriation bill which would prohibit 
any broadcasting intended to influence 
Congress. 

Representative Ed Gossett (D.) of 
Texas offered the amendment which was 
adopted almost unanimously. He said: 
“My purpose is to protect Congress from 
these harmful political broadcasts. There 
are eight persons employed in the [In- 
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terior] Department’s radio section at an 
annual cost of $20,000. 

“The salaries of these men and the 
radio time are paid for out of Federal 
funds. The broadcasts have been espe- 
cially directed towards influencing Con- 
gress in connection with the Cole oil con- 
trol bill pending in committee. Such an 
activity is pernicious.” 


EPRESENTATIVE William P. Cole, Jr., 
(D.) of Maryland, author of the bill 
which would give Secretary of Interior 
Ickes vast powers over oil production, 
remarked that he condemned the broad- 
casts as much as anyone. A typical broad- 
cast, entitled “What Price America,” 
was cited as an hysterical attack upon 
the petroleum industry. 

The script of this broadcast called for 
opening sound effects suggesting “utter 
confusion and hysteria of a population.” 
It sought to present the helplessness of 
the people if gasoline, oil, and gas re- 
serves were suddenly depleted. There 
was the implication that this catastrophe 
would fall upon the United States if Sec- 
retary Ickes were not immediately given 
control over oil production. The narrator 
declared that present oil reserves would 
last only thirteen years unless the In- 
terior Department took over. Proponents 
of the Gossett amendment compared the 
“Tckes broadcast” to the methods of the 
radio actor, Orson Welles, who aroused 
hysteria in the East in the fall of 1938 
by a radio dramatization of a fictional 
invasion of New Jersey by creatures 
from the planet Mars. 
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HE inquiry by the Federal Com- 

munications Commission into inter- 
state rates of the Pacific Telephone & 
Telegraph Company was adjourned 
early this month until April 1st. The 
company asked for a 60-day adjourn- 
ment in order to prepare highly technical 
charts, statistics, and graphs needed for 
presentation of its case. 

The testimony covered by the case to 
date dealt with complex and technical 
methods of cost accounting, allocation of 
company costs, stock and bond issues, 
routing of calls, and relations between 
the PT&T and affiliated systems. 

The FCC has contended that the in- 
terstate tolls of the telephone company 
should be reduced to conform to tolls 
charged in other parts of the country. 
Company attorneys have argued that 
vastly different conditions, such as high- 
er cost of building and maintaining 
equipment, lower centers of population, 
and differences in traffic, justify a dif- 


ference in tolls for the coast states. 
* *k *K * 


. interference with rural tele- 
phone service resulting from REA 
co-op activity was noted in scattered de- 
velopments recently. In Pennsylvania, 
the Monterey Telephone Company was 
apparently the first rural telephone com- 
pany to throw up the sponge and ask the 
Pennsylvania commission for the right 
to abandon service rather than rehabili- 
tate its service in the rural areas sur- 
rounding Kittanning, Pa. The cost of 
metallizing the company’s “grounded” 
system (which is now worthless as the 
result of rural co-op construction) would 
have to be borne entirely by the telephone 
company. 

In Harrison county, Ind., the Eureka 
Telephone Company asked the state 
commission for authority to issue $30,- 
000 in first mortgage bonds for the pur- 
pose of making improvements in its sys- 
tem, which had been greatly damaged by 
interference from rural electric lines. 
The Southwestern States Telephone 
Company and the Southwestern Tele- 
phone Company have endeavored to 
meet the problem of improving rural 
service by an unusual rate plan. 
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The companies have asked the Arkan- 
sas commission for approval of rate 
schedules which would vary according to 
the number of telephone subscribers on 
each line. 

The two telephone companies last 
mentioned are operated by the same 
management and serve several small 
Arkansas towns. The companies pro- 
posed to “furnish unlimited flat-rate 
service” to Ward, Lonoke county ; Roe, 
Monroe county; and Slovac, Arkansas 
county; and the areas within a 5-mile 
radius of each town. 

The areas would be serviced by dial- 
type telephones attached to automatic 
switchboards in the three towns, making 
employment of operators unnecessary. 
The companies would build lines out 
from each town but subscribers would 
have to build their own lines to connect 
with the company’s line. Wall-type in- 
struments would be provided. 

The switchboards at Slovac and Roe 
would be connected with the Stuttgart 
exchange and the Ward switchboard 
with Cabot. The companies would re- 
serve the right to limit the number of 


customers on a line to eight. 
: + +s 


_ for television to allow limited 
commercial operation were adopted 
by the Federal Communications Com- 
mission on February 29th, to take effect 
September Ist. Advertising will be per- 
mitted in connection with programs for 
which the cost is borne by sponsors. 

The rules which the commission 
adopted, however, assert that emphasis 
on the commercial aspects of the opera- 
tion at the expense of program research 
is to be avoided. The channels already as- 
signed to television would remain un- 
changed pending consideration of testi- 
mony at the commission’s hearing on 
March 18th on aural broadcasting on 
frequencies above 25,000 kilocycles. 

There will be two groups of stations. 
Class 1 stations continuing technical in- 
vestigations may be allowed to use more 
than one channel. Others, designed to 
experiment in program production and 
technique, will operate in one channel 
only. ' 
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The commission suggested the mar- 
keting of receivers capable of being ad- 
justed to receive any reasonable change 
in methods of synchronization or changes 
in number of frames or lines which may 
be found practical. Increased size of re- 
ceiving-set screens, it held, was essen- 
tial to widespread public acceptance of 
television, and continued experiments in 
the staging and studio aspects of tele- 
vision performances would also be 
necessary. 

* ok * x 

oNG-distance telephone rate reduc- 
tions, reflecting a saving to the pub 
lic of nearly $5,500,000 a year, will be- 
come effective not later than May Ist by 
arrangement with the American Tele- 
phone and Telegraph Company, it was 
reported on March 15th by the FCC. The 

commission stated : 

As a result of conferences and negotia- 
tions which it initiated with the American 
Telephone and Telegraph Company, long- 
distance rates are cut to benefit the public 
by almost half a million dollars a month. 


It commended “the forward-looking 


policy” pursued by the company in “ac- 
ceding informally to its request for im- 
mediate and material rate reductions 
without the necessity of long-drawn-out 


proceedings.” The cuts will apply to 
calls beginning with air line mileages of 
420 miles and increasing proportionately 
through the mileage covered by the 
schedule, which is 3,000 miles, so that the 
maximum reductions will be on transcon- 


tinental calls. 
* * * * 


ADIO and aviation joined on March 
6th to take a television audience 

on a 45-minute sight-seeing tour of New 
York. With kaleidoscopic effect, soon 
after the twin-motored flying laboratory 
with a tele-eye took off from LaGuardia 
field, the panorama of the metropolitan 
district began to unreel through the air. 
It was the first “show” of its kind, 
and, mindful of the military value of 
such bird’s-eye-view equipment, as well 
as the entertainment possibilities, Army 
and Navy officials watched with keen in- 
terest at Radio City and at other out- 
posts. The demonstration was conducted 
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by the National Broadcasting Company 
in codperation with the United Air Lines, 
which provided the Boeing transport as 
the flying laboratory. 

The telecasts were made from an aver- 
age altitude of 2,000 feet. The World’s 
Fair grounds were first to pop into view, 
as Announcer Ray Forrest, serving as 
barker of the airplane “rubberneck” 
tour, pointed out the sights. Motor traffic 
was easily discernible with automobiles 
rushing along like tiny ants as the plane 
swung over Manhattan to glimpse the 
New Jersey shore, Central Park, Times 
Square, Wall Street, and the bay, where 
the Statue of Liberty hove into sight. 
The skyline of lower Manhattan was one 
of the clearest scenes as the sun came 
out, adding brilliance to the pictures. 

It was the sighting of such objects so 
clearly that caused spectators, among 
them radio engineers and military ob- 
servers, to envisage the possibilities of 
adapting such a tele-airplane to use in 
wartime, especially for reconnaissance 
flights, bombing operations, and map 
making. It was remarked that with such 
“eyes” it would be easy for a bomber 
pilot to spot his target and survey the 
extent of the damage, while the scene, 
as telecast from the plane, would be seen 
far behind the lines. 

One engineer predicted the use of 
robot, electrically controlled bombers 
that could be directed from the ground 
with each shot accurately judged, al- 


though the plane would be manless. 
* * i* X* 


UST as in the case of the FCC’s recom- 

mendation for a merger of domestic 
telephone companies, the commission’s 
proposal to combine international cable 
and commercial radio services was sub- 
ject to labor opposition. The principal 
attack was directed at the commission’s 
report on the subject of employment of 
aliens in communications services. On 
this point the FCC’s language was not 
restricted to international cable or com- 
mercial radio service, but stated : “While 
it may not be desirable for many reasons 
to impose a specific requirement that no 
alien be retained in the employ of any 
American communication carrier, legis- 
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lation should provide that the employ- 
ment of additional aliens, or the reten- 
tion of alien employees be permitted only 
by specific authority of this commis- 
ion.” 

Early this month at a Washington con- 
erence of the American Committee for 
the Protection of Foreign Born, Daniel 
Driesen, an official of the American 
Communications Association, attacked 
the FCC for its alleged trend towards 
“chauvinism” at the expense of the em- 
ployment opportunities of a few foreign- 
born workers engaged in communica- 
tions services. 

Mr. Driesen said that the proportion 
of aliens employed in such service was 
probably less than in almost any other 
American industry. He added that the 
FCC has shown no concern about the 
problems of national defense “except 
when it enables the communication com- 
panies to deprive workers of jobs.” Un- 
employment in the communication field 
through lay-offs, according to this speak- 
er, would jeopardize national defense as 
well as public safety by reducing the 
amount of radio communication facili- 
ties available between ships at sea and 
shore points. 

After his speech, Mr. Driesen pre- 
sented a resolution condemning the FCC 
recommendation that it be given author- 
ity to pass upon foreign-born workers 
in the communication industry. The 
resolution was passed by the Washing- 
ton conference of the American Commit- 
tee for the Protection of Foreign Born 
on grounds that the FCC proposal would 
discriminate against alien employees. 

Incidentally, Mervyn Rathborne, 
president of the American Communica- 
tions Association (affiliated with the 
CIO), also attacked the FCC on the 
basis of its recent telegraph, cable, and 
radio merger report. Rathborne stated 
that the FCC ignores the “security of 
labor” and exhibits a desire to gain con- 
trol over labor standards, “thereby sub- 
stituting bureaucracy for collective bar- 
gaining.” 

t+ + 
N March Ist, Commissioner Paul A. 
Walker of the FCC gave an his- 
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torical address on the progress and regu- 
lation of communication industries be- 
fore the Commonwealth Club of San 
Francisco. Commissioner Walker was 
on the West coast at that time in con- 
nection with hearings into the interstate 
toll structure of the Pacific Telephone 
& Telegraph Company. 

He reviewed the growth of all forms 
of modern communications, beginning 
with the telegraph system, which he said 
“has played a most important part in our 
national life.” He noted the financial and 
economic problems of the telegraph com- 
panies which resulted in the recent FCC 
recommendations for merger and high- 
spotted the more spectacular develop- 
ments in radio-telegraph operations since 
1914, when the Honolulu-San Francisco 
service was opened, which marked the 
beginning of radio-cable rivalry. 

He discussed the functions of the FCC 
with respect to radio regulation and the 
problems which have arisen therefrom, 
such as the flurry over threatened cen- | 
sorship and the Mae West and Orson 
Welles incidents. On the subject of tele- 
vision, Commissioner Walker stated his 
belief that this art is still in an experi- | 
mental stage and that with all due respect 
to the remarkable technical progress to 
date, improved television standards can 
be expected in the near future. He men- 
tioned coaxial cables, now operated or in 
the process of construction between New 
York and Washington, and in the Chi- 
cago area, as part of the potential tele- 
vision picture. 

The telephone also was depicted by 
Commissioner Walker as having seem- 
ingly “limitless” possibilities for devel- 
opment and improvement in speed, ca- 
pacity, and in distribution cost for serv- 
ices performed. He even suggested that 
telephone-television was already within 
the realm of possibility. 

Of the FCC telephone investigation, 
in which he played a leading part, Com- 
missioner Walker said that the probe had 
directly or indirectly resulted in great 
rate reductions and had brought into ex- 
istence a great amount of data that will 
be exceedingly useful in practical tele- 
phone regulation. 
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Financial News 


and 
Comment 


By OWEN ELY 


New Financing Retarded by 
“Show Cause” Orders 


HILE the SEC’s “show cause” in- 
tegration program has _ been 
known for some time, the actual issuance 
of the orders has had an unfavorable ef- 
fect on some holding company securi- 
ties, and—together with the agitat’on 
over competitive bidding—has created 
a rather discouraging background for 
utility financing. With the backlog of 
registered issues now almost cleared up, 
the only sizable item awaiting SEC re- 
lease is the Jersey Central Power & 
Light $42,225,000 financing. Smaller 
issues on file with the SEC are $9,650,- 
000 New Itngland Power first mortgage 
bonds due 1969 (for which competitive 
bidding is proposed) ; $5,000,000 West 
Penn Power first 3s of 1970, and 24,923 
shares of 43 per cent preferred stock; 
and $5,000,000 Central Electric & Tele- 
phone first mortgage bonds due 1965. 
The Jersey Central issue has been 
held up for several months, owing to 
technicalities, before the SEC; New 
England Power has apparently deferred 
competitive bidding on its issue for six 
months or more; and the West Penn 
Power issues, which involve $7,500,000 
“new money” borrowing, seem to be 
encountering a little difficulty with SEC 
regulations. The principal problem in 
obtaining a clearance for the latter issue 
is whether the application should have 
been filed under § 7 instead of § 6, which 
is less stringent. Counsel for the com- 
mission has argued that a utility operat- 
ing company, when it is also a holding 
company, should not be allowed to file 
under § 6B, but the commission has not 
yet given its final decision. The point is 
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of interest because it may affect future 
financing of a number of other utilities 
which come under both ciassifications. 

Indianapolis Power & Light has reg- 
istered 715,980 shares of common stock, 
of which 645,980 shares are to be sold 
by the trustee for Utilities Power & 
Light Corporation and the remaining 70,- 
000 shares by the company itself. The 
company also proposes to sell about 
$250,000 preferred stock privately. 

Other current developments include 
the following: 

Toledo Edison plans to file with 
the SEC $3,000,000 first 34s due 1970 
and $7,250,000 debenture 34s due 1960, 
and has applied to the Ohio commission 
for approval. Philadelphia Electric 
Company has deferred its $15,000,000 
private financing program due to SEC 
criticism of the company’s depreciation 
allowance, which is well below the aver- 
age for the industry. Brooklyn Borough 
Gas Company is planning a $4,255,000 
refunding program, through private 
financing. 

Niagara Hudson has a large refund- 
ing program in view, following a mer- 
ger of some of its properties. New Jer- 
sey Power & Light is also working on 
a general refinancing plan. 


> 


Electric Bond and Share 
Company 


HE total value of Electric Bond and 

Share’s investments, based on re- 
cent market prices (the value of a few 
items being estimated) , indicates the fol- 
lowing “break-up” values for the pre- 
ferred and common stocks: 
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Recent 
Price 
About 

Preferred 65 

Common 1 6 


Approx. 
Estimated 


The company is in very liquid position, 
debts as of December 31, 1939, amount- 
ing to only $3,536,690, compared with 
the book value of assets amounting to 
approximately $557,000,000. Based on 
our analysis of the current liquidating 
value of the portfolio and the loans to 
subsidiaries, the total market value of 
assets amounts to about $221,200,000, as 
detailed in the accompanying table. 

The company’s assets may be tabu- 
lated as follows: 

Estimated % of 
Value Total 
(Millions) About 

COTS er. re 19.1 
Loans to subsidiaries 
Bonds 
SLOCKSY CLC, cic. .0:5:00% 


100.0% 


F  ateonece classification, showing the 


character of the investment in 
each subsidiary, is shown below. 

In the table on page 417 showing the 
complete list of investments, it will be 
noted that $20,000,000 Cuban Elec- 
tric 6/48 have been valued at 50. The 
company, which is a subsidiary of Amer- 
ican & Foreign Power, has not published 
a report since 1931. In 1933 the Cuban 
government arbitrarily decreed a sub- 
stantial reduction in all electric lighting 
rates throughout Cuba. The properties 
were then taken over by the government, 


but were returned about a month later, 
The interest rate on the $81,343,10 
debenture 6s of 1948, of which $20,000, 
000 is owned by Electric Bond and 
Share, and the balance by American & 
Foreign Power and one of its subsid- 
iaries, was reduced to 44 per cent in 
1937. In view of the lack of informa- 
tion regarding earnings, an arbitrary 
value of 50 was assigned to the bonds, 

The American & Foreign Power is 
given an estimated value of 100 per cent 
because it is believed that with any sub- 
stantial improvement in South American 
exchange rates, the company should be 
able over a period of years to retire the 
debt. 

The loan to United Gas and the system 
bonds are carried at full value because 
the system covered its fixed charges 2.24 
times in 1938, while coverage in the two 
previous years (before proration reduced 
oil income) was over 34 times. 

Unfortunately, Electric Bond and 
Share does not publish a detailed income 
account. However, combining the avail- 
able figures for 1939 obtainable from 
several sections of the annual report, we 
obtain the following results, which are 
stated in millions of dollars: 


INVESTMENTS (AT ESTIMATED CURRENT VALUES) IN SUBSIDIARIES, ETC. 
(MiLurons oF Dotrars) 


Amer. & Foreign Power 
Amer. Gas & Electric 
Amer. Power & Light 
Elec. P. & Lt.—United Gas 
National Power & Light 
Misc. investments 

Net current assets 


Totals 


*Includes warrants. 
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Cash 


Loans Bonds Stocks* Total Per Cent 
39.4 10.0 16.0 65.4 
Sats ae 28.8 288 
ele 48 5.6 10.4 
28.9 25.8 13.6 683 
rere Sreyers 19.4 19.4 

5.5 4.3 9.8 

aes 19.1 


221.2 


68.3 46.1 87.7 


846, 


51, 
937, 


4 
13,6 
1,976, 


J 


1s 
752,¢ 
151, 


2540,4 


1,624,7 
1,145,5 


21,( 
30,0 
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ESTIMATED VALUE OF ELECTRIC BOND AND SHARE INVESTMENTS 
Approx. Est. Value 
Market (Millions of Group 
Price* Dollars) Totals 
Bonds R 
¢ 800,000 Nor. Texas Util. Ist 6/40 1 $ 8 
25,000,000 United Gas Pub. Ser. 6/53 ist. 25.0 
4,800,000 Texas P. & L. Ist 43/65 st. 4.8 
20,000,000 Cuban Elec. 6/48 . : 10.0 
Miscellaneous bonds 5.5** 


Notes and Loans Receivable 
$39,400,000 Amer. & For. Power : 39.4 
ZETOU CUS WGNER Gas CO)..6 oo kc ivieccces ccnisnceinssine : 28.9 


Net Current Assets—Dec. 31, 1939 19.1 
Stocks and Warrants 
Stock of wholly owned sub. ............... 2.67 


65,809 shs. Amer. & For. Pr. $6 Pfd. 1.3 
13,800 shs. Amer. & For. Pr. $7 Pfd. ; 
2,158,236 shs. Amer. & For. Pr. $7 2nd Pfd. ........ 10.8 
881,500 shs. Amer. & For. Pr. Common 1.4 
5812,884 shs. Amer. & For. Pr. Warrants 2.2 


846,985 shs. Amer. Gas & Elec. Common 


5E840 shs. Amer. Pwr: & Lt. $5 Pid. .... 6060050000 
937,221 shs. Amer. Pwr. & Lt. Common 


485 shs. Elec. Power & Lt. $7 Pfd. ............ 

13,905 shs. Elec. Power & Lt. 2nd $7 Pfd. ........ 
1976,638 shs. Elec. Power & Lt. Common 
393,408 shs. Elec. Power & Lt. Warrants 


17,310 shs. United Gas Corp. $7 Pfd. ..............- 
752,666 shs. United Gas Corp. Common 
151,005 shs. United Gas Corp. Warrants 


2,540,450 shs. National P. & L. Common 


do 
Www! oo 


aed . 
ee ee 
NON: 


pot ot 
om 


|: 


| |: 
et 
mol p 


1,624,700 shs. Commonwealth & Sou. Common 
1,145,551 shs. Commonwealth & Sou. Warrants 


21,000 shs. Niagara Hudson Power Warrants 
30,000 shs. United Corp. Warrants 


$221.2 $221.2 


*Where no price is available, an estimate based on the company’s earnings record, etc., is used. 
Market value as of December 31, 1939 (annual report). 
Ledger value, item not described, but presumably refers to Ebasco Services, Inc. 


7 


Preferred Dividends .... ; 84 ferred outstanding.) The balance avail- 
Bal f —— able for common stock was 24 cents a 
prc - share on the outstanding 5,267,147 


0 
, shares. 


The amount earned on the $6 pre- 
lerred stock in 1939 was about $6.94 per [reese Bond and Share received 


hare. (There are 1,155,655 shares of $6 approximately $1,570,000 dividends 
preferred and 300,000 shares of $5 pre- from American Gas and Electric last 
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year, about $207,000 from American 
Power & Light preferred, $136,000 from 
United Gas preferred, and $1,520,000 
from National Power & Light common 
stock. The remaining dividend income, 
approximately $527,000, was apparently 
obtained from Ebasco Services, Inc. One 
of the policies of the SEC has been the 
gradual reduction of the service organ- 
izations of the big utility systems to a 
“mutualized” or nonprofit basis. It is 
probable, therefore, that Electric Bond 
and Share has had to reduce its income 
substantially from this source. The 1939 
report mentions that the increase in 
dividends of $293,833 was due to larger 
amounts received from American Gas 
and Electric, American Power & Light 
preferred, and United Gas preferred, 
which more than offset lower income 
from Ebasco. 

The company may benefit substantially 
at some time in the future by recovery 
of back dividends on American & For- 
eign Power preferred, American Power 
& Light preferred, Electric Power & 
Light second preferred, and United Gas 
preferred. For the present, while earn- 
ings do not provide any substantial ex- 
cess coverage for preferred dividends, 
the facts that (1) interest income covers 
nearly 90 per cent of the preferred divi- 
dend requirements, and (2) that cash 
assets, after deducting all debts, amount 
to over two years’ dividend require- 
ments, would seem to provide a consid- 
erable element of strength for the pre- 
ferred stock, currently selling to yield 
about 9} per cent. 

The common stock, currently selling 
at only about 3 per cent of the 1929 high 
of 189 seems a little undervalued as 
compared with some other investment 
trust issues, and also its tremendous 
leverage possibilities would seem to go 
far toward offsetting any future difficul- 
ties due to changes entailed by § 11. If 
the SEC permits Mr. Groesbeck to 
carry out his plan to keep these changes 
“within the family,” they should not en- 
tail any necessary hardship. 


 paeons Bond and Share, in its un- 
usually long 1939 report to stock- 
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holders, supplied a large amount of in. 
formation which should be of interes 
not only to its own security holders, but 
to utility investors in general. 

The report, in seeking to dispel any er. 
roneous ideas which may still prevail re- 
garding the company’s origin and func. 
tion, points out that it was organized in 
1905 by General Electric Company to 
salvage small local electric situations 
where credit for machinery and supplies 
had been furnished to concerns in areas 
not financially self-sufficient. The com- 
pany continued to build up the lighting 
and power business in these particular 
sections by providing equity or “risk” 
capital. It remained under the control 
of General Electric until 1925, when the 
stock was distributed to the latter’s stock- 
holders; and today the largest of some 
109,000 stockholders of Electric Bond 
and Share owns less than one per cent 
of the stock. These facts explain many 
system characteristics, including the fact 
that Electric Bond and Share has always 
provided supervisory and technical, as 
well as financial, aid to subsidiaries, un- 
der the guidance of officers who were 
trained and experienced utility men. 

“Integration,” through interconnec- 
tion of properties and extension of serv- 
ice to thousands of small communities, 
has always been a policy of Electric 
Bond and Share Company, which pio- 
neered in this development of the indus- 
try. During thirty-five years, the aver- 
age residential rate charged by its op- 
erating subsidiaries has steadily declined 
from 14 cents per kilowatt hour to 38 
cents in 1940, which is well below the 
national average. 


a. as an offset to the stress re- 
cently placed by the SEC on the ad- 
vantages of local financing and manage- 
ment for operating companies, the re- 
port pointed out that 65 per cent of the 
bonds of its supervised companies were 
held in the four most populous states 
(New York, Pennsylvania, Massachu- 
setts, and Illinois), while 60 per cent of 
the direct obligations of the United 
States government are similarly held in 
these states. Investors in 39 states hold 
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only 25 per cent of the EB&S system 
bonds, and the same states hold only 20 
per cent of the government’s bonds. In 
other words, both the utility system and 
the government find it necessary to draw 
capital from the larger and wealthier 
states in order to take care of develop- 
ment work in the more remote and less 
populous districts of other states. 

The report pointed out that of its port- 
folio some $467,000,000, or about 90 per 
cent, represents actual cash cost to the 
company, while the remaining $61,000,- 
000 securities were acquired for other 
considerations of value. 

Regarding the general problem of in- 
tegration, the report points out that only 
about one-half the electrical industry is 
affected by the act, 

. the differentiation being made, not 
upon the basis of whether there is holding 
company control, as such, but rather upon 
the basis of whether the business is inter- 
state in character and so subject to Federal 
authority. ... It is difficult to imagine that 
under present conditions any of these intra- 
state holding company systems will volun- 
tarily subject themselves to the act by un- 
dertaking or permitting the integration of 
their systems with interstate systems through 
interconnection or otherwise. Serious eco- 
nomic consequences to the nation may re- 
sult if the act should prove to be a deterrent 
rather than an aid in that physical integra- 
tion which offers the best means of improv- 
ing the character and reliability of electric 
service and of reducing its cost to the public. 


> 


“Liquidating Value” of Holding 
Company Securities 


1 recent declines in certain hold- 
ing company securities, which ac- 
companied the “show cause” orders is- 
sued by the SEC under § 11 of the Util- 
ity Act, combined with the already pre- 
vailing low levels for utility security 
prices, have resulted in ridiculously low 
quotations for some of these securities if 
the companies are considered as invest- 
ment trusts rather than utility holding 
companies. 

Most holding company securities are 
apparently appraised marketwise, largely 
on the basis of fears regarding possible 
penalties, orders, or embargoes which 
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might be imposed by the SEC in connec- 
tion with the “upstream flow” of net 
earnings, as well as the potential divorce- 
ment of properties to meet geographic 
integration. Actual equities and claims 
on earning power are, therefore, in many 
cases being largely ignored. On the 
other hand many junior securities which 
have little or no apparent equity in sys- 
tem values continue to sell at levels 
which seem unwarranted by their status 
in the equity picture. 

It is, of course, a difficult job to assign 
values to many of the securities held in 
the treasuries of the top building com- 
panies where there is no established mar- 
ket. It is necessary in each case to an- 
alyze the share earnings and apply an 
arbitrary multiplier. It is necessary to 
add the amount of advances to the sub- 
sidiaries and the net quick assets; then, 
after deducting any senior securities at 
par or redemption value, to apply the 
net balance for the issue in which we are 
interested. Due to the factor of capital 
leverage, changes in the multipliers used, 
or in the periods for which share earn- 
ings are taken, would naturally lead to 
fairly wide variations in the estimates of 
“liquidating values.” With these reser- 
vations the following estimates, com- 
pared with recent market prices, are pre- 


sented : 
Liquidating Market 
Estimated Price 
Value About 


Amer. Pr. & Lt. $6 Pfd. .. 58 
Amer. Pr. & Lt. $5 Com... 58 
Amer. Pr. & Lt. Com. .... 0 
Elec. Pr. & Lt. Ist $7 Pfd.. 78 
Elec. Pr. & Lt. Ist $6 Pfd.. 78 
Elec. Pr. & Lt. 2nd Pfd.... 
Elec. Pr. & Lt. Com 

Natl. Pr. & Lt. Pfd 

Natl. Pr. & Lt. ‘Com 

Eng. Pub. Serv. $6 Pfd.... 
Eng. Pub. Serv. Com 

United Gas Improve 

Com. & So. Corp. $6 Pfd. 
Com. & So. Corp. Com.... 
Stand. Gas & Elec. Bonds. . 

Std. Gas & Elec. 1st $7 Pfd. 
Std. Gas & Elec. 2nd $4 Pfd. 
Std. Gas & Elec. Com..... 
North Amer. Co. $3 Pfd... 
North Amer. Co. Com. ... 
United Power & Lt. 6/75.. 
United Power & Lt. Pfd... 
United Power & Lt. Com. 
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A What Others Think 


Would the Supreme Court OK 
Federal Steam-power Operations? 


ERUSAL of the 1,913 printed pages of 

hearings held by the House Appro- 
priations Subcommittee on the so-called 
independent offices appropriation bill, 
1941, is hardly recommended reading 
for a spring cruise. To be plain, it is 
difficult and confusing text. 

Nevertheless, these occasions—that is, 
hearings before a committee of Congress 
—sometimes shed light upon the policies 
or objectives of governmental agencies 
or their responsible officials. A case in 
point (having only an indirect bearing 
upon appropriations) relates to the con- 
stitutional right of the United States gov- 
ernment, through such an agency as the 
Tennessee Valley Authority, to engage 
in the production of electric power by 
constructing and operating steam plants. 
The Supreme Court has more or less 
definitely sustained the generation of 
dlectricity by the government as an inci- 
dent to flood control and navigation, as 
well as national defense. But these ob- 
jectives connote hydroelectric plants, and 
the prevailing belief has been that the 
government was estopped from steam- 
plant generation. 

This belief led Representative Everett 
M. Dirksen of Illinois, a member of the 
House subcommittee considering the ap- 
propriation bill, to open the subject when 
W. C. Fitts, Jr., TVA’s general counsel, 
was on the witness stand. Mr. Fitts 
thereupon indulged in a session of proph- 
ecy and predicted that if the question 
of steam generation should be attacked 
ina proper case, the right of the TVA to 
eg in such operations would be sus- 
tained. 


Tz following colloquy between Mr. 
Dirksen and Mr. Fitts sets forth the 
latter’s views on the matter: 


Mr. DirksEN. One of the intriguing situa- 


421 


tions here is that the whole power program 
is justified, constitutionally at least, as an 
incident to flood control and navigation. 
Right or wrong? 

Mr. Firts. Right. We could amplify that, 
but that is good enough, I think. 

Mr. Dirksen. All right, if that is right, 
then I am wondering about our venture into 
the manufacture of power by steam plants, 
which is not an incident to flood control or 
navigation even for temporary periods. 

Mr. Firts. It is this: First, the statute 
that we are dealing with, I think, must be my 
primary guide, because the Congress did 
pass that statute, clearly authorizing the 
generation of power by steam. 

I think that, so far as my duty is con- 
cerned, as legal adviser to the authority, it 
is my duty to assume that the statute, which 
the Congress passed, is constitutional. I do 
not think I can make the assumption that it 
is not. That is my primary point. 

Now, might I come to the second point, 
of whether or not, if it is attacked in a 
proper case, it would be sustained. Of 
course, you realize that that is a prediction. 
I want to say frankly that the exact ques- 
tion that you raised has never been passed 
on by the courts, one way or another. 

I think that the constitutionality could be 
sustained on this basis: That the primary 
program here, as set forth in the statute 
and as being administered, is a program for 
unified development and control of the 
Tennessee river; that the dams that are be- 
ing constructed substantially serve two con- 
stitutional functions of the Federal govern- 
ment—one, the improvement of navigation; 
two, the control of floods; and I think we 
might add the third proposition of national 
defense. 

I think we could prove that these three 
Federal constitutional functions are being 
substantially served by these dams. 

Now, as an incident, or as an inevitable 
result, or whatever you want to call it, to 
the construction of these dams, there is 
created, simply by the impounding of water 
in back of these dams, water power. 

In the Ashwander Case, the Supreme 
Court said that that water power being the 
property of the United States, the United 
States can take the necessary steps to make 
that property marketable and to make it 
more valuable. This was directly in issue in 
that case, they held that the government 
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can adopt reasonable means to make that 
power more marketable and more valuable; 
and, in doing so, may put in generating 
equipment and transform the raw water 
power into electrical energy. The court fur- 
ther held that having changed it from raw 
water power into electrical energy, the gov- 
ernment can construct or acquire transmis- 
sion lines to carry the power to the market. 

Now, I say that that line of reasoning can 
be carried one step farther, and it is only one 
step that is required, and that is that, to make 
that raw water power, which is available 
behind these dams, the secondary and dump 
power we are talking about, more valuable 
and more marketable, the government, if it 
can put in generating plants at a cost of mil- 
lions of dollars and change that raw water 
power into electrical energy, it can also op- 
erate steam plants in order to change what 
is secondary and dump power into primary 
power, and thereby increase the value of the 
property which the government has. 

That is my idea. 

Mr. Dirksen. Of course, I say that no 
effort was ever made to justify the produc- 
tion of energy down there, except as an in- 
troduction of flood control and navigation, 
and while it may be argued that steam plants 
are necessary, we have not reached the point 
where the question has been raised. I do not 
know whether I get your idea of the mat- 
ter, but of course it is an easy matter for the 
court to determine. But if we assume an 
extreme case, for instance, where for three 
or four months of the year you have to de- 
pend, to a considerable extent, on steam 
plants, in order to get out the necessary 
electrical energy to the customer, that will 
raise a very interesting question, as I see it. 

Mr. Fitts. Well, now, I can give you an- 
other example that I think is very interest- 
ing. In the trial of the Eighteen Power 
Company Case, the last of the constitutional 
cases, before the 3-judge court at Chat- 
tanooga, I think you will find in the opinion 
of the court, written by Judge Florence Al- 


len—the opinion of the three judges in that 
case—that one ground that they took for 
sustaining the validity of the construction 
and operation of these tributary projects, 
for instance, was that even if those dams 
did not substantially serve navigation and 
flood control, which they held they did—but 
even if they did not, they could be justified 
on the ground that, by building those dam; 
and storing the water and releasing it, we 
thereby, increased the value of the govern. 
ment property at the Wilson dam and made 
it more valuable and more useful to the goy- 
ernment, because we turned what was sec- 
ondary power into primary power. 

Now, similarly, in the same way, by the 
operation of steam plants, we turn this sec- 
ondary power created by these dams into 
firm power and make it more valuable and 
more useful to the government. 

That would be my argument. 


HERE is the possibility of carrying 

further this argument that fuel- 
generated power operations of the Fed- 
eral government are justified as a sup- 
plement to incidental hydroelectric op- 
erations by the government ; since hydro 
operations are themselves ostensibly a 
by-product or incident of navigation, 
flood control, etc., supplementary steam 
generation thereby becomes an incident 
to an incident, so to speak. Could it be 
argued from that point that the Federal 
government, having once developed a 
market for all of its power production 
(both fuel and hydro), could thereafter 
construct additional facilities to protect 
or expand that market, thereby adding a 
third “incidental” step? 

—G. E. D. 





Advances in Rural Electrification 


Claimed 


en power systems financed by REA 
are making a “favorable showing” 
financially and the ultimate losses on 
loans “should be small,” the administra- 
tor of rural electrification, Harry Slat- 
tery, stated in his annual report to the 
Congress on February 17th. 

The report traced in outline the swift 
growth in the use of electricity in the 


by REA 


United States, and the progress of the 
cooperative and other farmers’ power 
systems financed by REA during theit 
present development period. It pointed 
out that sharp reductions in over-all con- 
struction costs, such as REA has already 
achieved in its four and a half years of 
operation, have operated to keep at 4 
minimum the interest and amortization 
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charges. The report said in addition: 


No less important to the continuing and 
increasing success of self-liquidating rural 
power systems is the abundant, and, to the 
user, profitable use of electric energy. An 
analysis of the growth of use and several 
related facts in the history of the electric 
supply industry, together with figures on the 
extent of use on REA-financed systems now 
in service, encourages the belief that, with 
possible exceptions here and there, rural 
electric systems in the areas in which their 
development has been or is about to be un- 
dertaken will pay their own way. 


Some of the earlier established fi- 
nanced systems show up so well in point 
of revenues that 11 borrowers have 
made or arranged to make payments of 
principal and interest, aggregating $79,- 
594.70, in advance, according to the re- 
port. Some other borrowers, less favor- 
ably situated, were unable to maintain 
the payment schedule, with the result 
that 27 instalments of principal and in- 
terest remained unpaid on June 30, 1939, 
and were thereby defaulted. Defaulted 
payments totaled $65,716.30. 


ORROWERS were granted extensions 
Be time to meet the payments, and 
there was no impairment of assets and 
no disclosure of operating conditions 
which could not be remedied, according 
to the report. The extensions of time 
were granted in accordance with § 12 of 
the Rural Electrification Act, which au- 
thorizes the administrator to extend the 
time of payment of principal or interest 
of loans for power systems for a period 
not in excess of five years. 

The payments allowed to become past 
due were in situations where the old 20- 
year payment plan was in effect with its 
accelerated scale of payment. As was 
pointed out in the annual report for 
1938, on the more recent loans the 25- 
year period of repayment authorized by 
the statute has been substituted for the 
20-year period. 

Regarding the defaulted payments, 
the report added: 

In many instances the difficulty lay in the 

fact that circumstances beyond the control 

of the borrower, such as injunctions by pri- 


vate interests, had delayed construction or 
energization and the inflow of operating 
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revenue. Some of the systems affected have 
since shown an accelerated growth. 


Out of approximately $267 ,000,000 al- 
lotted by REA through November, 1939, 
there had been actually paid out to bor- 
rowers at that time approximately $176,- 
000,000. (The payments are made after 
materials are furnished and construction 
and other work is performed.) With the 
greater number of systems not yet due 
for amortization payments, and many 
new systems not yet required to pay 
interest, collections from borrowers 
through November aggregated approx- 
imately $3,300,000. 

A considerable number of the REA- 
financed systems are in economically fa- 
vorable areas, hitherto left unserved 
“less because the utilities were reluctant 
to build than because panic and depres- 
sion left them without capital to finance 
extensions even though the impairment 
of their revenues was relatively slight,” 
said Mr. Slattery’s report. It noted: 

No further proof is required of the bright 
prospects of the REA systems serving these 
areas than the repeated unsuccessful at- 


tempts the utilities have since made to buy 
them out. 


As to areas recognized as “thin,” the 
report said: 


Here pay-out unquestionably will be dif- 
ficult, but it does not appear unattainable. 
In general, pay-out prospects in these less 
favorable areas are being improved by the 
addition of new consumers and increased 
usage on the one hand, and by steadily re- 
duced costs as well as more efficient opera- 
tion on the other hand. 

Inevitably the soundness of the loans in 
the “thinner” areas will depend in part upon 
the economic condition of the American 
farmer during the next twenty-five years. 
On the assumption that American agricul- 
ture will maintain itself at a level of decent 
living, the ultimate losses on REA loans 
should be small. 


N transmitting the report, Administra- 

tor Slattery accepted for himself and 
his associates, as the next goal, 30 per 
cent rural electrification. This goal was 
suggested by the Secretary of Agricul- 
ture, Henry A. Wallace. The present 
electrification is approximately 25 per 
cent, or 1,700,000 farms. This compares 
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with 744,000 just before the establish- 
ment of REA in 1935. 

Mr. Wallace’s suggestion was made to 
the REA officials and staff not long after 
REA became an administration within 
the Department of Agriculture, under 
the terms of the President’s Reorganiza- 
tion Plan No. II, on July 1, 1939. Mr. 
Wallace’s “fullest codperation and sup- 
port” in this new relationship was ac- 
knowledged by Mr. Slattery. His report 
pointed out too that other agencies of 
the Department of Agriculture have co- 
Operated generously in the work of 
REA, noting that “one of the first mani- 
festations of this codperation was a mar- 
shaling of the forces of the extension 
service to aid the rural power systems in 
enlarging their memberships and increas- 
ing the usefulness of electric service, an 
effort which promises to benefit the sys- 
tems materially.” 

Administrator Slattery’s report gave 
the following thumb-nail sketch of REA 
activity during the recent peak opera- 
tions and in the period 1935-39: 


The Rural Electrification Administration 
has met its severest test and made its great- 
est achievement during the fiscal year that 
closed on June 30, 1939, and in the few 
months since. Previously REA was geared 
to a $40,000,000-a-year program. For the 
fiscal year 1939, the program was abruptly 
increased to $140,000,000. Of this total, $134,- 
000,000 was allotted and most of the electric 
lines it made possible have actually gone 
into operation. 

Today, nearly 200,000 miles of REA- 
financed lines are serving more than 400,000 
farm families and other rural users. In ad- 
dition, 80,000 miles of lines for which funds 
have been set aside are either under con- 
struction or being surveyed and planned. 
When the 260,000 miles of line in 45 states, 
and 36 generating plants, for which REA 
has thus far allotted funds, are in full opera- 
tion, they will make electric service avail- 
able to above 750,000 users who had little 
hope of it before the Federal government 
entered the rural electrification field. 

During the four and a half years since 
the Executive Order of May 11, 1935, es- 
tablished REA, electricity has shown its 
worth as a tool for bettering the social and 
economic position of the American farmer. 
More farms have been connected to electric 
distribution lines during this brief period 
than during the preceding half century or 
more since the birth of the electric power 
industry. In response to the demand created 
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by the coming of service to hundreds of 
thousands of farms of all types and in all 
parts of the country in the last few years, 
there has been an unprecedented develop- 
ment of productive uses for electric energy 
on the farm and in the farm home. 


be vem of the changes wrought by | 
electricity in farm and community 
life, the report said in part: 


Productiveness of the farm plant and | 
comfort of the farm home go hand in hand, | 
The new electric service has provided the | 
only means by which thousands of farm 7 
homes can equal urban homes in comfort | 
and convenience, Often the saving or profit | 
from a farm use, such as brooding, poultry- 7 
house lighting, milk cooling, or feed grind- | 
ing, enables a farm family to acquire such | 
appliances as a refrigerator, washing ma- 7 
chine, hand iron, or even range, that means © 
so much to the farm homemaker. ‘ 

In the rural communities too there have © 
been changes. Street lights and motion pic- © 
ture houses have appeared in villages and 7 
hamlets hitherto denied them. Schools, | 
churches, and meeting halls have acquired | 
new facilities and conveniences and taken | 
on new usefulness as community centers. E 

Small community industrial plants have | 
been started or revived. Typical are saw 7 
mills, grist mills, flour mills, cold-storage 
locker plants, and cotton gins. Artificial day- 4 
light lamps operated by electricity from | 
REA-financed lines have come into use for | 
the grading of tobacco. On the northern = 
neck of Virginia, a coOperative power sys- | 
tem has provided energy to operate a sweet © 
potato curing and storage plant. i 

New developments and new economies in 
engineering and construction have reduced © 
the cost of electric systems and widened the © 
feasible service areas. Average line costs | 
have been reduced to less than $750 a mile, © 
compared with the $1,500 to $2,000 per mile | 
cost common among the utilities a few years | 
ago, and with an REA average of approxi- | 
mately $1,000 a mile at the start of the pro- | 
gram in 1935. In exceptionally favorable | 
areas, lines have been built for as little as 
$430 a mile. ‘ 

Development of a new-low-cost limited | 
service, through simplification of equipment | 
and installation, and radical reduction of | 
prices, has brought REA system service 
within reach of tens of thousands of tenants 
and other farmers in the low-income group. | 

Self-help projects, in which farmers help | 
to build their own lines and use the wages 
they earn to pay for wiring their homes 
and installing simple appliances, have made 
service possible in some areas where income § 
is small and service on a pay-out basis other- 
wise impracticable. ‘ 

Meanwhile the states have become in- 
creasingly hospitable to rural electrification 
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and have taken steps to foster its develop- 
ment. New Hampshire opened its doors to 
rural electric codperatives by amending its 
Agricultural Marketing Act to permit them 
to operate. Almost at once an REA-financed 
cooperative was set up in that state, following 
the establishment of two in Vermont. 


HE report noted that state legisla- 
tures in Alabama, Florida, Mis- 
souri, Montana, New Mexico, Okla- 
homa, South Carolina, and Tennessee 
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had enacted laws based upon the model 
Rural Electric Codperative Act drafted 
in 1939. It also told of an increasing dis- 
position to hold the codperatives and 
power districts exempt from what was 
termed inappropriate and burdensome 
regulation by the utility commissions. 
Some progress was reported in adjust- 
ing state and local taxes to a reasonable 
basis. Regarding cooperatives, the report 
summarized : 
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Socially and economically the codperative 
continued to color the entire Federal rural 
electrification program. At the close of the 
1939 fiscal year nearly 9 out of 10 of REA’s 
borrowers were cooperatives. Increasingly 
the codperative members were reading their 
own meters, making out their own bills, 
sharing in the tasks of management, and 
learning to run their own collective affairs. 
What had been often called at first “gov- 
ernment lines’ or “REA lines’ came in- 
creasingly to be known as “our lines.” 


One section of the report details the 


progress of rural electrification state by 
state. 

From a critical standpoint, it seems | 
regrettable that this REA report is so 
combative in its references to electrifica- 
tion by private utilities. To the reader 
without background, the presentation js 
less than frank on this score. The fact 
that private industry is still responsible | 
for the vast bulk of rural electrification 
is effectively obscured. 





A Digest of Recent State Laws 
Affecting Public Utilities 


Wee there are several commercial 
services which furnish information 
as to state regulatory laws, and while a 
number of states make available from 
time to time their revised regulatory laws 
affecting utilities in pamphlet form, stu- 
dents of this subject have long felt the 
need of some handy digest compilation 
that would bring together different en- 
actments between the two covers of the 
same publication. 

This has been particularly true during 
the last three or four years when so 
many legislative innovations have been of 
vital interest to public utilities and those 
whose duty it is to regulate them. 
Furthermore, the area of interest has 
spread beyond the conventional service 
which covers purely regulatory matters 
and (with the rise of municipal owner- 
ship subsidy by the Federal government, 
rural electrification, and Federal works 
projects) has seeped into adjourning 
areas of municipal corporation law, cor- 
poration law, constitutional law, and 
tax law. This situation naturally re- 
quires additional research effort to re- 
unite the different pieces of the jig-saw 
so as to make clear a general picture of 
public utility law. 

In a small but adequate pamphlet re- 
cently released by the Government Print- 
ing Office, the staff of the Library of 
Congress has done this tedious chore. 
The work offers a digest of all statutory 
changes and new laws enacted on the 
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subject of transportation and public 
utilities from 1935 to 1938, inclusive. In- 
asmuch as this covers the first, as wellas | 
the last important biennials of the state 
legislatures under the New Deal, this in- | 
expensive little book becomes a veritable 
“must” addition to the library of anyone 
seriously interested in the trend of util- 
ity law and utility regulation. (Only a | 
handful of state legislatures met last | 
year in regular or special session.) 


HE references are so brief that in | 

most cases the law is described ina | 
single sentence. But, by the same token, | 
this very thumb-nail sketch treatment | 
enables the researcher to cover much 
ground in an astonishingly short time. | 
If additional information is wanted on 
any particular law, the reference cita- | 
tion to state statutory reports is avail- | 
able in every instance. 

The volume is divided into four chap- 
ters: Administration, Operating Privi- 
leges, Operation, and Public Ownership 
—Co-ops. Under these general chapter | 
headings are more detailed subtitles. 
Thus, under Chapter II—Operating 
Privileges—occur such headings as 
Franchises and Certificates, Registration 
and Licensing, and so forth. Under the 
subtitles the law is classified according 
to the types of utilities: Electricity, gas, 
telephone, carriers, etc. 

It is notable in passing that, during the 
period covered (in Chapter IV on Pub- 
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lic Ownership, probably the most valu- 
able in the light of recent developments), 
revenue bond laws were enacted under 
the influence of Federal subsidy for the 
financing of local publicly owned utility 
projects in the following states: Ala- 
bama, Florida, Georgia, Kentucky, 
Nebraska, New Hampshire, New York, 
North Carolina, Pennsylvania, South 
Dakota, Tennessee, and Vermont. 
These laws vary, to some extent, as to 
type of utilities authorized. But for the 
most part they were enacted in response 
to a series of model drafts (so-called 
“Ickes bills”) sent out by the Public 


Works Administration to the various 
legislatures in 1934. 

Also, during this period nonprofit 
rural electrification codperatives were 
authorized in Alabama, Arkansas, 
Georgia, Indiana, Mississippi, Nebraska, 
New Mexico, North Carolina, North 
Dakota, Pennsylvania, South Dakota, 
Tennessee, Texas, Vermont, and Vir- 
ginia. Under a Wisconsin law of 1937, 
rural electrification codperatives are not 
included as public utilities. 

REcENT STATE LAWS ON TRANSPORTATION AND 

Pustic Utiities. State Law Digest. Re- 


port No. 2. U. S. Government Printing 
Office. Washington, D. C. 1940. 





The Effect of Weak Local Government 
On Municipal Utility Service 


aRguis W. Childs, whose celebrated 
book entitled ‘““The Middle Way,” 
shifted American attention to the appar- 
ently successful half-and-half socialism 
of the Scandinavian countries, is about 
the nearest type of writer we have nowa- 
days to compare with the late Lincoln 
Steffens and certain other members of 
that gallant little band of journalistic re- 
formers who went under the title of 
Muck Rakers in the days of Roosevelt 
the First. 

Recently, Mr. Childs has been investi- 
gating the civic affairs of Philadelphia 
and what he has found there has not re- 
flected credit upon the publicly operated 
utility service in the city of brotherly 
love. Writing a feature article under a 
Philadelphia date line (January 21st) in 
the Sunday supplement of the Washing- 
ton, D. C., Star, Mr. Childs stated 
bluntly : 


In this community of 2,000,000 people the 
essential services—water, fire protection, and 
police—are on the point of breaking down. 
That is how far grafting misgovernment 
and public indifference have gone in what 
has been jeeringly called “the city of broth- 
erly loot.” 

It is no new development. For at least 
two decades, as the city debt mounted and 
the water system wore out, the crisis has 
been preparing. But not until water from 
the tap began to taste actually foul and 
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doctors advised against drinking it, not until 
the danger of inadequate fire protection be- 
came really menacing, not until streets be- 
came almost empty of police, were Phila- 
delphians forced to realize how serious the 
situation 1s. 

There exists today the possibility of major 
tragedy. With luck, it will not happen. With 
luck, Philadelphia will get a $60,000,000 loan 
from the Federal government to build a 
new water system. With luck, the new 
city income tax of 14 per cent will pro- 
vide enough funds to balance the budget. 
For a time at least, Philadelphia may get by. 

The decay that has eaten so deeply is not 
special to Philadelphia. It comes of a 
disease common to most American cities, a 
political disease having its origin deep in the 
American past. The causes, or perhaps they 
are merely symptoms, are the alliance of 
wealth with machine politics and the indif- 
ference of “right-thinking,” “good” people. 


The “good people” of Philadelphia, 
it appears, can afford to be more or less 
indifferent to the defects of public serv- 
ice in the city proper, because they, for 
the most part, live in the handsome new 
suburbs which ring the city—Radnor, 
Wynnewood, Bryn Mawr, Elkins Park, 
Germantown, Chestnut Hill. The result- 
ing deterioration of residential property 
in the city has been one of Philadelphia’s 
problems. Mr. Childs lays the blame on 
a continuation of city machine politics 
and general public indifference to the 
boss-ridden state of city affairs. In 1937 
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there was a careful investigation of the 
entire subject conducted under the aus- 
pices of the state attorney general at 
that time. Although many indictments 
were returned, prosecution has lagged. 


tee finances finally got into such a 
critical state that it was obliged to 
send a delegation to Washington to see 
Jesse Jones, head of the RFC, about ob- 
taining some Federal assistance. Mr. 
Childs described this with the following 
statement: 


Mr. Jones finally agreed that the Recon- 
struction Finance Corporation would par- 
ticipate in a loan with Philadelphia bankers, 
taking half of about $41,000,000. But—said 
Jesse Jones—only on condition that the city 
pledge the revenue from the municipally 
owned gas works for a long period of years. 
As the taxi driver put it, “So they had to 
hock the gas works to get out of the red.” 

In an effort to get down to fundamental 
reasons for this failure of municipal gov- 
ernment, the inquirer comes back to the 
myriad troubles that plague virtually all 
great cities today. The migration to the 
suburbs has left blighted areas in which 
taxable values have shrunk virtually to 
nothing. In recent years Philadelphia’s as- 


sessed valuation has gone from $3,500,000- | 


000 to $2,500,000,000. This has meant, in 
accord with the provisions of the city char- 
ter, that the debt limitation has been lowered, 
It has compelled such measures as the in- 
come tax. 


Geographical location, he went on to 
explain, plays a certain part in Phila- 
delphia’s difficulties. It is so close to 
New York that it is drained to some ex- 
tent by the very proximity of that great 
financial center. Philadelphia is located 
on a river, rather than directly on the 
Atlantic coast. However, what is hap- 
pening in Philadelphia could happen and 
has happened elsewhere. The moral 
which Mr. Childs points to, but does not 
express in so many words, is that when 
a municipal government goes to seed, it 
is its public service that pays the toll. 
In other words, the efficiency of those 
public utilities which remain under the 
operation of municipal government is 
likely, over the long range, to correspond 
with the caliber of the municipal gov- 
ernment itself. 

—F. X. W. 





The German Railway System As a Standard of 
Government Operation 


ow many of those who talk and 
write so often on the controversial 
subject of public ownership of public 
utilities would be able to answer this 
fairly elementary question: What is the 
biggest and most important system of 
utility enterprise conducted under gov- 
ernment operation throughout the 
world? One might be tempted to say im- 
mediately, “Soviet Russia.” There the 
government operates all forms of com- 
mercial life. But that is hardly a true 
test of “public ownership and operation” 
as we have come to mean the descrip- 
tive phrase. In Russia there is no dis- 
tinction made between the powers of the 
government acting within its sphere of 
sovereignty, and government activity in 
the role of managing a commercial enter- 
prise on a profit basis, if possible. 
In any event, notwithstanding her vast 
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expanse and population, the separate 
utility systems of Russia do not rank 
first in either size or commercial im- 
portance. The correct arswer, according 
to Arthur W. MacMahon and W. R. 
Dittmar, writing in the Political Science 
Quarterly (December, 1939), is the Ger- 
man railway system. They say: 


... It has been and it remains the largest 
single public enterprise in the world [statis- 
tical footnote]. It gains significance, fur- 
thermore, from the fact that for several dec- 
ades, before the War of 1914 and after, 
German practice in the use of semiautono- 
mous administration was outstanding and 
the theoretical discussion of the problem 
was undoubtedly the richest in any country. 
There is additional interest in tracing the 
changes wrought under national Socialist 
rule, which raises the question of the réle of 
semi-independent forms of organization 
when party competition is abolished and a 
concert of action imposed with almost mili- 
tary intensity. If this is considered the 
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Revised from Exide News 


pathology of administration, be it remem- 
bered that clinical observation of the ab- 
normal, with due allowance, may afford clues 
of general meaning. 


The historical development of the Ger- 
man railway system falls naturally into 
three phases. The first was the period of 
control by the various German states 
prior to 1919, During this era railroads 
were privately built and managed under 
charters granted by separate states and 
as early as 1838 Prussia had developed a 
model regulatory law which reflected the 
demand for public control of such utility 
enterprise. During this period govern- 
ment ownership also flourished but was 
complicated by reason of the different 
states building their own systems with- 
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Courtesy, The Electric Storage Battery Company 
out particular regard for each other. 


FEDERAL office was set up in 1873 
to prepare for the unification of all 
systems—an ambitious plan attributed to 
Bismarck. He later gave impetus to gov- 
ernment ownership which increased 
steadily until the eve of the War of 1914 
witnessed only a fragment of German 
The war strengthened the agitation 
for a single system and the Kaiser’s 
army command favored a consolidated 
administration. Following the collapse 
of 1918 the Weimar Constitution or- 
dained nationalization of all German 
railroads under the ownership of the 
railway operations remaining under pri- 
vate management. 
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Reich. When they became profitable 
after stabilization, the German railroad 
system was plunged into the reparations 
trouble of the German republic when the 
so-called Dawes plan attempted to use 
the German railroads as a device for col- 
lecting the Allied demands. 

The subsequent period of inflation 
and economic collapse within Germany 
left the government railway system in a 
precarious condition. Some of the busi- 
ness men favored abandonment of gov- 
ernment ownership altogether. Others 
suggested socialization to the extent of 
handing the roads over to the railroad 
workers, 

The outcome was a compromise in 
which government ownership triumphed, 
but important steps were taken towards 
an autonomy in management quite un- 
like anything that had been previously 
tried along this line. It is this still fairly 
unique feature of the German railway 
operations to which Messrs. MacMahon 
and Dittmar direct most of their atten- 
tion. 

The original plan was, of course, com- 
plicated by the reparations feature so 
that the organization of the new railroad 
board set up by a statute in October, 
1924, reflected international control as 
well as domestic management. Half of 
the eighteen members of the railroad 
board were appointed by the German 
government or chosen by domestic hold- 
ers of securities issued by the railroad 
system. The other half was selected by 
trustees for the foreign reparations 
committee. This novel hybrid arrange- 
ment, so annoying to the German peo- 
ple, proved unsatisfactory and foreign 
participation was abandoned with the 
acceptance of the Young plan in 1929. 
With the liquidation of the Young plan, 
which resulted in the Hoover morato- 
rium of 1931, the German railroads were 
finally left without further direct inter- 
national financial obligations. 


LL of these complications, however, 
left in their wake a German rail- 

way system owned and operated by the 
central government through the agency 
of an autonomous corporation whose se- 
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curities were held by the public. The rise 
of the national socialistic movement in 
Germany, however, brought the rail- 
roads under increasing domination of 
the central government. Certain decree 
laws of 1937 and 1939 placed the lines 
under a Minister of Transport, who was 
made a virtual dictator. Even so, the 
separate existence of the railway system 
as an economic entity continued to be 
recognized in a declaration that it con- 
stitutes “a separate property of the 
Reich.” Legally this phrase means that 
the railroad system leads a juristic life of 
its own, has its own assets and liabilities, 
enters into contracts in its own name and 
for its own account. It can sue and be 
sued and is authorized to take up loans. 

From an economic standpoint this 
separation of the German railways from 
the other assets of the government arose 
originally from the necessity of placing 
these vast undertakings on their own 
feet, self-reliant in regard to their credits 
with heightened responsibility, and able 
to act with alacrity in accommodating 
their operating policies to the economic 
situation. 

The German railway system, as al- 
ready intimated, is a tremendous eco- 
nomic enterprise. Prior to the recent 
outbreak of international hostilities, one 
German in twenty-five was working on 
the railroads, which had a total payroll 
of 800,000 workers. After some com- 
ment on the employee relationship on 
German railways, Messrs. MacMahon 
and Dittmar drew the following conclu- 
sions with respect to the organization 
features of the German railway system: 


. a word should be said regarding the 
place ‘which the theory and practice of Na- 
tional Socialism hold for the autonomous 
administration of public enterprise. The ré- 
gime, clearly, has had no wish to alienate 
its economic holdings; its protective na- 
tionalism, alone, would probably have pre- 
cluded such a step even if its condition had 
not been that of a virtual state of war. It 
has been prepared to make proud parade of 
its railway system but likewise to subordi- 
nate it. But the impressive fact has been 
that even so monopolistic and jealous a ré- 
gime has seen administrative reasons for the 
retention of autonomous forms and proce- 
dures. 
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The March of 
Events 


FPC Cites Increased Activity 


HE Federal Power Commission, in its nine- 

teenth annual report issued on March 3rd, 
recorded a marked increase in its activities 
and an increasing burden of litigation to meet 
challenges to its jurisdiction. 

In the fiscal year, 102 new applications for 
licenses of preliminary permits were received, 
making a total of 1,600 received in the nine- 
teen years since the commission was created. 
Six of the applications were for preliminary 
permits with proposed installation of 809,187 
horsepower, 14 were for licenses for major 
projects with a total proposed installation of 
992,679 horsepower, and 14 were for minor 
projects. The 124 major licenses for power 
projects granted by the commission and now 
in force represent an installed capacity of 4,- 
361,615 horsepower, a proposed ultimate capac- 
ity of 6,782,616, 

The commission has pushed its work of de- 
termining the actual legitimate original cost 
of the many licensed hydroelectric plants, this 
information being important in relation to the 
rate base, amortization reserves, the expropria- 
tion of excessive profits, and the price to be 
paid by the U. S. government if it takes over 
any project after the expiration of its license. 

Issuance of show cause orders to electric 
utilities and natural gas companies subject to 
the commission’s jurisdiction under the Fed- 
eral Power and Natural Gas acts has resulted 
in the last year in rate reductions. The com- 
mission prescribed a uniform accounting sys- 
tem for natural gas companies and made 
marked progress in the classification of prop- 
erty accounts of electric utilities on the basis 
of original cost. 

In the last year, the FPC devoted its survey 
of national power requirements to estimating 
“the power requirements of the country in case 
of possible emergency and to determine the 
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best methods of meeting such requirements.” 


Power-reserve Bill Signed 


| yg mmm reserving to public use until 
January 1, 1942, half of the energy gener- 
ated at the Bonneville project became a law 
on March 7th. 

President Roosevelt signed the Pierce-Mc- 
Nary bill providing half the power supply must 
be reserved for .publicly owned distribution 
systems, making the project a unit of the In- 
terior Department and authorizing the em- 
ployment of an assistant administrator, a chief 
so ial and general counsel at $7,500 a year 
each, 


Property Sale Approved 


HE Federal Power Commission recently 

announced that it had approved sale of 
approximately 24 per cent of the electric fa- 
cilities of the West Coast Power Company, 
Portland, to the Bonneville Power Adminis- 
tration and to Public Utility District No. 1 of 
Wahkiakum county and Public Utility District 
No. 2 of Pacific county, Wash. 

The commission found that the proposed 
sale, involving a portion of the power com- 
pany’s lower Columbia division in Washington 
and Oregon, would be consistent with the pub- 
lic interest. Application for this authority was 
made in a petition filed with the commission 
on February 9th. 

Properties included in the authorized trans- 
fer comprise all of the company’s facilities in 
Cowlitz, Wahkiakum, and Pacific counties, 
Wash., and a submarine cable in Clatsop 
county, Or. Consideration for the sale was 
$575,000, the commission said, and of this sum 
$120,000 would be paid by the Wahkiakum 
district ; $300,000 by the Pacific district; and 
$155,000 by the Bonneville Administration. 


Arkansas 


Electric Rates Reduced 


A’ order reducing the electric rates charged 
by the Arkansas-Missouri Power Corpo- 
ration in northeast Arkansas was issued by 
the state utilities commission on March 5th. 
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The company agreed to reductions in 36 com- 
munities, totaling about $40,000 a year, effec- 
tive March Ist. 

Earlier conferences brought cuts in rates by 
the Arkansas Power & Light Company, Okla- 
homa Gas & Electric Company, Arkansas Utili- 
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ties Company, Citizens Electric Company, and 
others. 

Towns served in Arkansas by the Arkansas- 
Missouri Power Corporation include Blythe- 
ville, Hoxie, Walnut Ridge, Pocahontas, Pow- 
hatan, Hardy, and Mammoth Spring. 

An average reduction of 7.7 per cent in elec- 
tric rates for more than 60 western Arkansas 
cities and towns served by the Southwestern 
Gas & Electric Company was announced on 
March 7th by the state commission. 

Residential rates were reduced 8.1 per cent 
and commercial rates 6.1 per cent. The com- 
mission estimated the savings to customers 
would be $55,239 annually. 

The Southwestern Company serves commu- 
nities along the western border of the state 
from Texarkana to Rogers. The company’s 
present annual revenue of $713,885 in Arkansas 
would be lowered to $658,646, based on 1939 


consumption. The percentage of reduction | 
ranged from 3.3 in Texarkana to 19.3 in rural 
areas. 


Adopts Block Rate 


T= Augusta city council recently changed 
the rate schedule of the municipal light 
plant from a fixed to a sliding scale, effective 
April 1st. The present rate of 8 cents per 
kilowatt hour for lights, 4 cents for motors, 
and 3 cents for cooking will be changed to a 
sliding scale of 8 cents per kilowatt hour for 
the first 15 used; 6 cents for the next 35; 5 
cents for the next 50; 3 cents for the next 100; 
and 24 cents above 200. 

All bills are subject to a 10 per cent discount 
if paid by the first of the month. The indus- 
trial rate will be a straight 3 cents per kilo- 
watt hour. 


California 


Hetchy Water Pact Signed 


_—— between the public utilities com- 
mission of San Francisco and the Modesto 
and Turlock irrigation districts that there will 
be no water litigation between them for the 
next fifteen years put a victorious climax on an 
8-year campaign to insure San Francisco’s 
water supply. 

The memorandum signed by engineers for 
the parties to the agreement was approved by 
resolution by the utilities commission on March 
4th, following the unanimous approval of it by 
the two irrigation districts’ boards of direc- 
tors. The act was regarded by Utilities Mana- 
ger Cahill as the most significant and far- 
reaching in Hetch Hetchy history so far as 
protection of the city’s water supplies is con- 
cerned. 

Although neither of the irrigation districts 
has been in important litigation with the city 
during the 8-year period, they, as owners of 
first rights, might well have gone to the courts 
and defeated San Francisco, which has only 
third rights. By taking advantage of permis- 
sive clauses of the Raker Act, the districts 
might well have caused the utilities commission 
unending trouble, forcing the city to spill 
water it can now conserve behind the height- 
ened Hetch Hetchy dam. 


Ickes Quizzed 


HE California Water Authority recently 

asked Secretary Ickes to outline the Fed- 
eral government’s plans for operation of the 
multimillion dollar Central Valley project. 

In its first meeting since defeat of a $50,- 
000,000 revenue bond bill by the state legis- 
lature, the authority requested information on 
the amount of electricity to be generated at 
Shasta dam, the price and territory to be 
served. 

It passed a second resolution asking the De- 
partment of Interior to draft a contract with 
the state determining the policies in the dis- 
tribution of future water and power from the 
Federal project. 

A clash between Frank W. Clark, authority 
chairman and public works director, and Sena- 
tor Bradford S. Crittenden, Stockton, one of 
the original sponsors of the ‘Central Valley 
Project Act, marked the meeting. Crittenden 
appeared to explain his opposition to state de- 
velopment of public utility districts to dis- 
tribute Shasta power as proposed in the de- 
feated legislation. 

Before launching a power distribution pro- 
gram, the San Joaquin senator argued, the 
state should first determine how much water 
can be made available for power usage. 


Colorado 


Utilities Lose Move 


f grer ss step forward in the long legal battle 
to obtain lower gas rates for Denver was 
taken early this month when the U. S. Circuit 
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Court of Appeals ruled that an order of the 
Federal Power Commission, calling for an in- 
vestigation of the companies which bring natu- 
ral gas to Denver, was not reviewable at this 
time. 
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The court sustained a motion of the FPC 
to dismiss a petition, asking for a review, filed 
by the Canadian River Gas Company and the 
Colorado Interstate Gas Company. It was 
learned recently that even though the legal 
question concerning the FPC’s inquiry has 
been pending nearly a year, the investigation is 
nearly completed. 

Judge Orie L. Phillips, in his written opinion, 
traced the background of the current gas rate 
investigation. The court cited the fact that 
the Canadian River Gas Company owns and 
operates the gas pipe line which gathers natural 
gas near Amarillo, Tex.; transports this gas 
to a point near Clayton, N. M., where it trans- 
| fers it to the ‘Colorado Interstate Gas Com- 

pany. The Colorado Company carries the gas 
from Clayton to a point near Littleton, Colo., 


where it sells it to the Public Service Company 
of Colorado at a rate fixed by contract. The 
Public Service Company brings the gas into 
Denver and distributes it to the local gas con- 
sumers. Another pipe line, owned and operated 
by the Colorado-Wyoming Gas Company, runs 
from Littleton to Cheyenne, Wyo., to furnish 
gas for that city. 

In July, 1938, the FPC, acting under the 
Natural Gas Act passed by Congress, issued 
an order requiring information concerning 
corporate structure and rates from both the 
Canadian River and Colorado Interstate com- 
panies. The information was furnished under 
protest and with the reservation that the com- 
panies were not yielding their right to chal- 
lenge the Federal Power Commission’s juris- 
diction. 


Florida 


Reduction Proposal Rejected 


—— such a move would be untimely 
and might tend to jeopardize negotiations 
for the purchase of the water distribution sys- 
tem, the Miami city commission by a 3-to-2 
vote late last month turned down a proposal 
by Commissioner R. C. Gardner looking to 
further reduction of Miami electric rates by 
the Florida Power & Light Company. 
Gardner’s resolution would have authorized 


a survey of rates, which he claims should be 
reduced by 334 per cent to save $1,000,000 a 
year. He was supported by Commissioner 
Fred W. Hosea, but Mayor E. G. Sewell and 
Commissioners Alexander Orr, Jr., and C. D. 
Van Orsdel voted it down as inappropriate at 
this time. 

The commission “received and filed” a re- 
port from the Florida Power & Light Com- 
pany, showing 1.21 per cent earned return on 
its gas franchise. 


Illinois 


Needs Rate Increase 


eas the annual stockholders’ meeting 
of Peoples Gas Light & Coke Company 
recently, George A. Ranney, chairman, re- 
marked that the matter of gravest concern to 
him is the inadequacy of the company’s earn- 
ings derived from its public utility activities. 

“My intimate knowledge of the general de- 
tails of business convinces me that nothing can 
adequately cure this situation except an in- 
crease in our rates,” he stated. 


Earlier he had pointed out that the major 
part of the company’s consolidated net earn- 
ings was being derived from interest and divi- 
dends on its investment in Natural Gas Pipe- 
line Company of America, earnings from its 
by-products corporation, and from its office 
building. 

During January the company’s volume of 
gas send-out increased about 25 per cent over 
1939, he said, and sales to domestic consumers 
were also substantially greater during that 
month. 


Kentucky 


Power Purchase Bill Defeated 


ee Henry Ward charged the 
state public service commission this month 
with being the “baby” of private utility in- 
terests as the state house defeated, 53 to 27, 
his bill to permit cities to contract for TVA 
power. The bill was one of two pending in the 
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legislature to permit Louisville to acquire the 
Louisville Gas & Electric Company. The Pa- 
ducah Democrat declared the commission was 
created “because the private utilities wanted 
it” and that its members were opposed “funda- 
mentally” to municipal ownership. 

Ward’s bill would allow any city in the state 
to issue revenue bonds, upon approval of the 
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citizens in a referendum, to buy or build reve- 
nue-producing public works. It meets a TVA 
requirement by specifying that the cities own- 
ing such works make payments to govern- 
mental units in lieu of taxes, but no more than 
a private utility would pay. 

As drawn by Ward, the bill would prevent 
the state commission from having jurisdiction 
over such municipalities in the management, 
rates, or fees of the public works, but would 
give jurisdiction to the state commission of 
rates charged customers not residents of the 
city. 


Governor Keen Johnson was noncommittal 
on March 7th on the “demand” of Mayor 
Joseph D. Scholtz that he approve a bill au- 
thorizing Louisville to buy the local utility, 
If the bill does not pass, the mayor said, “the 
state administration has sold the city down the | 
river.” 

The state senate concurred on March 5th 
in minor house amendments to a bill to sub- | 
ject to a fine of $50 to $500 and a year’s im- 
prisonment anyone “tapping” telegraph or 
telephone wires or reading without consent 
anything sent by wire or cables. 


Massachusetts 


Gas Rates Cut 


 eorigee in the rates of gas sold by the 
Old Colony Gas Company, announced re- 
cently, provides that users of gas in quantities 
from 2,000 to 10,000 cubic feet per month 
will save 20 cents per thousand cubic feet, and 


10 cents per thousand on gas used from 10,000 
up to 100,000 a month. 

The reduced rates will be effective as of May 
Ist in the eight towns served by the company— | 
Braintree, Weymouth, Hingham, Hull, Co- 
hasset, Abington, Rockland, and Whit- 
man. 


Mississipp1 


Senate Passes Utility Bill 


HE state senate passed a bill on March Ist 

giving municipalities and counties legal 
means to determine rates for water, gas, and 
electricity. The measure permits municipal 
boards of aldermen and county supervisors to 
determine rates which utilities may charge 
after having conducted a public hearing. 

This is substantially the same as a bill by 
Senator James C. Rice of Natchez, which the 
senate passed on February 23rd, but recalled 
February 26th and returned to the municipali- 
ties committee. Dr. Rice charged his original 
bill was being obstructed through the power of 


a utilities lobby, and that such activities had 
been killing utility bills with regularity. 

Senator Albert Lake of Greenville, com- | 
mittee chairman, made denial, asserting it was 
the unanimous opinion of the committee that 
the rate-fixing power should be limited to mu- 
nicipalities—as in the existing statute—since 
county boards of supervisors “have neither the 
training, the money, nor the time to sit as rate- 
fixing bodies.” 

Senate members on March 4th voted 13 to | 
10 against recalling the bill from the house, 
after Senator Rush Knox of Houston, who 
voted for the bill on March 1st, made a motion 
to reconsider the vote. 


Missouri 


Laclede Drops Tax Suit 


N injunction suit in U. S. District Court, 
in which the Laclede Gas Light Company 
attacked validity of an occupational tax of 5 
per cent of gross receipts, was recently dis- 
missed, in accordance with a stipulation signed 
by Robert W. Otto as counsel for the gas 
company and Associate City ‘Counselor Harold 
Hanke. The suit also was for a declaratory 
judgment interpreting the ordinance. 
The tax ordinance in question, which levied 
the tax on the privilege of using the street, 
was superseded in May, 1938, by an ordinance 
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levying a like tax as a license fee, and the 
company has been paying the tax under this 
ordinance. The ordinance levying the occu- 
pational tax was approved March 20, 1936. 
The tax liability of Laclede Gas under this 
ordinance was about $350,000 a year, or about 
$700,000 for the two years preceding enactment 
of the substitute ordinance. 

In a proposed compromise with the city on 
pending rate and valuation cases, the gas com- 
pany offered in 1938 to pay the tax claim under 
the 1936 ordinance. The compromise, how- 
ever, was disapproved by the commission and 
no provision was made for payment of the tax. 
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The stipulation for dismissal of the injunc- 
tion suit made no mention of the future status 
of the city’s tax claim. The company still dis- 
putes the legality of the tax. 


Gas Contract Rejected 


A NEW contract proposed early in February 
by the Mississippi River Fuel Corporation 
for supplying natural gas to Laclede Gas Light 
Company was rejected, the Laclede Company 
announced recently, because according to the 
company’s analysis it would increase the cost 
of gas about $36,125 a year. 

The Laclede Company, President L. W. 
Childress said, would file an intervening peti- 
tion in a proceeding pending before the Fed- 
eral Power Commission for investigation of 
the reasonableness of the rates paid by the 
Mississippi River Fuel Corporation for gas at 
the wells in Louisiana and the prices charged 
for gas delivered to Laclede by pipe line. 

Childress said natural gas purchased by La- 
clede in 1939 cost $1,417,812, and that the same 


amount at the new rates proposed by Missis- 
sippi River Fuel Corporation would have cost 
$1,453,938. 

The proposed new rates were intended to 
apply on condition Laclede used approximately 
double the amount of gas now purchased for 
mixing with manufactured gas. In addition to 
natural gas for this purpose, Laclede also buys 
it to resell without mixing to industries and to 
its affiliate, Laclede Power & Light Company. 

The new proposal included a flat rate of 27 
cents a thousand cubic feet for natural gas 
for mixing in place of the present sliding 
schedule of rates based on various use and load 
factors. It proposed a rate of 23 cents instead 
of 25.6 for natural gas to be sold on a “firm” 
basis to industries. 

For natural gas to be sold to industries under 
special contracts with interruptible service, the 
pipe-line company proposed a price equal to 
80 per cent of the gross rates collected from 
consumers. For gas to be used by Laclede 
Power & Light in the generation of electricity, 
the proposed rate was 12.65 cents. 


Nebraska 


District Power Ready 
ye River Public Power District officials re- 


cently announced the district would be 
ready to deliver hydro-generated electricity to 
the Nebraska Power Company at Omaha about 
April 15th. 

Directors extended time of completion of the 
Omaha substation from February 15th to April 
llth because of inability of manufacturers to 
deliver a huge switchboard, because of war 
orders, 

The district and the power company not 
long ago ended a “feud” by signing a long- 
term contract for sale of the electricity. 


York to Appeal Franchise Case 


Tz York city council recently authorized 
City Attorney Calvin Webster to appeal 
the city’s power case to the United States Su- 
preme Court. 

The U. S. Circuit Court of Appeals at St. 
Louis last month upheld the Federal court at 
— in its finding that the lowa-Nebraska 

Light & Power Company has a perpetual fran- 
chise in York. The city authorized a $475, 000 
bond issue two years ago for construction of a 
municipal electric power plant or distribution 
system. The power company sued for an in- 
junction restraining issuance of the bonds. 

The city then started ouster proceedings 
against the company, on the grounds its fran- 
chise had expired three years previously and 
that the company was operating by sufferance. 
Federal Judge Munger ruled the franchise was 
perpetual, which the circuit court upheld. 
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Districts Show Loss 


HREE public power districts, the Middle 

Loup of Arcadia, the Howard county of 
St. Paul, and the Southern Nebraska of Min- 
den, all showed deficits for 1939 operations ac- 
cording to audits filed recently with the state 
irrigation bureau. 

The Middle Loup was $28,677 in the red 
and among its liabilities listed $36,108 as ac- 
crued interest on its bonds. The district has 
$654,000 in bonds outstanding. The district had 
water sales in amount of $13,030, which is its 
only source of revenue. Administration ex- 
pense was $9,219 and field expense was $15,048, 
which with bond interest made total expendi- 
tures of $41,708. The audit made no deduc- 
tion for depreciation. 

The Howard county district had operating 
income of $12,269, of which $11,343 was from 
sale of power to farm users. Operating ex- 
penses were $10,680, of which $2,335 was for 
power purchases. Gross income was $1,896 but 
with $9,555 as interest on its debt this left a 
deficit of $8,058. The district listed assets of 
$418,633, of which $350,293 is invested in its 
electric plant. It also listed accrued interest on 
its bonds of $18,853. 

The Southern Nebraska had operating in- 
come of $25,709, of which $23,426 was from 
sale of power to farms, $771 to other utilities, 
and $969 from commercial power sales. Op- 
erating expenses were $19,471, of which $5,837 
was for power purchased. Net operating rev- 
enue was $6,238 and gross income was $6,823. 
Interest on its debt was $10,622, which left a 
deficit of $3,799. 
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New York 


St. Lawrence Plan Condemned 


HARGING that the St. Lawrence seaway 

would destroy the barge canal and be 
detrimental to New York business, foes of the 
proposed waterway called on the state legis- 
lature recently to join in the fight against the 
project. 

Eighty representatives of shipping interests, 
industry, farm organizations, and railroad em- 
ployees, meeting under the auspices of the 
State Waterways Association, adopted a reso- 
lution asking the legislature to adopt a reso- 
lution by Senator Mahoney, Republican, and 
Assemblyman Carney, Democrat, both of Buf- 
falo, urging Congress to defer action on the 
treaty pending a complete investigation. The 
resolution asserted : 

“The St. Lawrence seaway and power proj- 
ect threatens the economic security of labor, 
transportation, and industry both in the United 
States and in the Dominion of Canada. The 
tremendous cost of the project would in no 
way be justified on the part of either the United 
States or Canada at this time even if there 
were any economic soundness in the scheme. 
An alliance with Canada, a belligerent coun- 
try, in this period of war would not be in ac- 
cordance with the spirit of neutrality which 
the United States must maintain.” 

The meeting also adopted a resolution urg- 
ing Congress to approve a resolution by Repre- 
sentative J. Francis Harter, Republican of 
Erie, providing for an exhaustive and compre- 
hensive hearing on the seaway project before 
any further steps were taken. Representative 
Harter appeared at the meeting and spoke in 
support of his proposal. He said ratification of 
the seaway treaty at this time would mean an 
“overt help of the United States for Great 
Britain and the Allies and would be so inter- 
preted by their enemies.” 


Revises Depreciation Policies 


0 expedite the proceedings in which it is 

involved with the state public service com- 
mission, the Brooklyn Union Gas Company 
has taken two major steps in the handling of 
its depreciation policies to bring them in line 
with the requirements of the uniform system 
of accounts promulgated by the state agency. 
These developments were disclosed by Clifford 
E. Paige, president of the company, in his 
annual report which was sent to stockholders 
early this month. 

As one step the company increased its 
accruals for depreciation and this resulted in a 
charge against earnings of $1,772,349, com- 
pared with $1,145,208 in the previous year. 
Per share earnings thus were brought down to 
$2.42, contrasted with better than $3 for the 
twelve months ended September 30, 1939. De- 
spite the higher depreciation accruals, how- 
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ever, they were moderately above a year ago 
when $2.25 was reported. 

In another step the company increased its 
reserves for depreciation on its balance sheet 
to $13,644,211 from $7,270,299. This was done 
by a charge to earned surplus which reduced 
that sum at the end of the year to $2,345,512 
from more than $9,800,000. 


Seek to End Power Body 


—. to abolish the state power au- 
thority was introduced on March 8th after | 
a move of western New York legislators failed 
to shut off its funds. 

Assemblyman Harold Ehrlich, Buffalo, and 
Senator William Bewley, Niagara, Republi- | 
cans, sponsored the measure. They also led 
the fight against more funds for the authority, 
which was termed a “propagandizing” agency 
supporting a “new Passamaquoddy”—the pro- 
posed St. Lawrence seaway. 

The western legislators sought to eliminate 
an $80,000 item for the commission which was 
created in 1931 to study power resources of the 
St. Lawrence. Northern New York representa- 
tives defended the activities of the authority 
and leaders of both parties urged that the $80,- 
000 item be retained. 

Utility Bill Hit 

A “intolerable burden” would be placed on 

public utilities if the Andrews bill regu- 
lating employment in such industries were 
enacted by the state legislature, it was asserted 
in a report made public recently by the chamber 
of commerce of the state of New York. The 
report, which was sponsored by the special 
committee on industrial problems, described 
the measure as “vicious legislation” which 
would curb reémployment. The chamber of 
commerce report said: 

“This bill would require every public utility 
corporation to file with the labor commissioner 
a statement of the number of its employees in 
each class of employment and of its procedure 
in selecting or promoting such employees. The 
commissioner, with this information, can then 
issue regulations to the corporation setting 
forth the procedure to be followed in the ap- 
pointment of employees. 

“Among other things, the corporation is to 
be required by law to give public notice of its 
‘willingness’ to receive application for employ- 
ment; to supply forms of application; main- 
tain proper records of all applications; ap- 
praise or rate ‘on a cooperative basis’ the quali- 
fications of each applicant; establish lists of 
eligible applicants, and select employees to fill 
a vacancy as it occurs from the applicant 
whose name appears first on the list. 

“In compiling this list, race, color, or creed 
of the applicant must be disregarded. In fact, 
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it appears as if all this additional burden is 
imposed on public utilities in order to prevent 


the possibility of preference being given to an 
employee by reasons of race, color, or creed.” 


Ohio 


Gas Rate Ordinance Fought 


Sn seeking to enjoin the city of Zanesville 
from enforcing gas rate legislation enacted 
by the city council March 11, 1938, which re- 
duced previously existing schedules 50 per cent 
for the first 500 cubic feet consumed, and ask- 
ing that the company not be required to furnish 
heat for two municipal buildings free of 
charge as provided by the ordinance, was filed 
in Federal court late last month by the Ohio 
Fuel Gas Company. 

In its petition, the gas company alleged that 


the Zanesville city council drew up the new 
rate schedule after the lapse of a previous 5- 
year contract established between the company 
and the city in 1933, and that the prices fixed 
by the council would not allow the company 
to make a fair profit. 

Until 1938 Zanesville consumers were 
charged $1 for the first 500 cubic feet of gas 
used, and 45 cents for each thousand cubic 
feet thereafter. The new legislation provided 
a charge of 50 cents for the first 500 cubic 
feet and a similar amount for each thousand 
cubic feet thereafter. 


Oklahoma 


Utility Sets Limit 


R K. LANE, president of the Public Service 
e Company, recently stated he was willing 
to recommend sale to the Grand River Dam 
Authority of the company’s Vinita and Pryor 
district facilities “if the utilities are able to 
purchase power from GRDA at a cost not in 
excess of the present production costs of the 
utilities.” 

“Thus far,” said Lane, “the price offered for 
sale of energy by GRDA to the utilities would 
increase the energy costs of the utilities in the 
neighborhood of $300,000 a year over a 10- 
year period.” 

Lane pointed out the company’s board of 
directors might not approve his recommenda- 
= which “did not constitute an agreement toe 
sell,” 


Governor Renews Warning 


AS ultimatum to the War Department to 
stop construction of the Denison dam over 
the Red river with the threat that the state will 
halt it on Oklahoma land until a court decision 


is given on constitutionality of the project, was 
forwarded to Secretary of War Woodring 
early this month. Phillips said: 

“If the secretary doesn't heed the letter, I 
will protect the rights of the state. We can 
bar the highways to prevent material reaching 
the dam or stop it in other ways by use of 
police, the courts, and everything. I do not 
need the national guard.’ 

The governor’s demand came after an oil 
strike in the basin of the proposed Denison 
dam. 

The governor, however, declared martial 
law on March 13th on the $20,000,000 Grand 
River dam and hydroelectric project, but work 
was permitted to continue. Major Harry Paris 
and two aides entered the office of I. N. Towne, 
superintendent of construction, and placed the 
area under martial law. 

As another phase of his campaign to force 
the GRDA and the Public Works Administra- 
tion to pay the state $850,000 for roads and 
bridges that would be inundated, Governor 
Phillips ordered Attorney General Mac Q. 
Williamson to seek a Federal or state _injunc- 
tion to block completion of the project. 


Oregon 


dicted, 
schedules for commercial service are filed. 
Portland residential rates will be lower than 
those of either Seattle or Los Angeles, where 
municipal plants are operated, he said. 


Rate Cut Defended 


s T. MERwIN, president of the Northwestern 

Electric Company of Portland, declared 
recently that adjustments in the company’s 
new residential electric rates would result in 
savings to residential customers of North- 
western and Portland General Electric of 
$820,000. The total annual savings, he pre- 
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would reach $1,750,000 when new 


Merwin’s statement followed the recent 
declaration by the Bonneville-For-Portland 
Committee that the new rates were not accept- 
able to the committee. 
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Pennsylvania 


PUC Chairman Named 


cma James on March 6th appointed 
John Siggins, Jr., Warren county attor- 
ney, to the $10,500-a-year job as chairman of 
the state public utility commission. Siggins, 
who served in the 1938 primary campaign as 
James’ manager in Warren county, was the 
governor’s first appointee to the commission. 
He has served as a member for approximately 
a year, 

He succeeded Denis J. Driscoll, of Elk 
county, who resigned on March 5th to become 
a trustee in reorganization of the Associated 
Gas & Electric. The resignation gave James 
the chance to gain control over the 5-man 
regulatory commission, where two holdover 
Democratic appointees remain, Richard J. 
Beamish, of Scranton, and Thomas C. Bu- 
chanan, of Beaver. The other Republican 
member is R. W. Thorne, of Williamsport. 

The governor said “it may be weeks or 
months before the vacancy can be filled.” 


Gas Company Appeals 


T HE Peoples Natural Gas Company on Feb- 
ruary 29th carried its fight for rate in- 
creases to the state superior court with an ap- 
peal from a split decision of the state public 
utility commission. The PUC on March 13th 
asked the court to set aside the appeal. 

The PUC order denying the increase disre- 
garded evidence submitted in hearings, in- 
vaded constitutional rights, and the laws gov- 
erning the commission administration itself, 
counsel for the company charged. 

Increases ranging between 2 cents and $1.27 
to consumers who use 15,000 cubic feet of gas 
or less a month were proposed by the com- 
pany. It was estimated that the higher charges 
would bring about $1,263,000 more revenue 
annually, 

The company also asked the court for an 
order of supersedeas, which if granted would 
mean that the new rate schedule would become 
effective immediately, pending final disposi- 
tion. The FPC recently ordered an investiga- 
tion of the company. 


Electric Rate Slashes 


ATE reductions totaling $1,724,000 a year 
R will be shared by 350,000 customers of 
the Duquesne Light Company. The reduction, 
the largest ever shared by customers of the 
company, and one of the largest utility rate 
cuts ever put into effect in the state, was an- 
nounced early this month following confer- 
ences between company officials and the state 
public utility commission. The new rates be- 
come effective as soon as the utility files its 
revised schedule of tariffs with the commis- 
sion. 
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The settlement, it was announced, would 
terminate the rate inquiry initiated by the 
commission in 1937, shortly after the state 
legislature set up the new rate-making body. 
Previously, under this inquiry, the PUC had 
ordered the company to make a temporary cut 
of $1,250,000—the fall of 1937. Since then 
numerous conferences had been held looking 
to a final agreement on rates without the long- 
drawn-out procedure of a complete rate and 
valuation investigation. 

The bulk of the cut will be split among the 
company’s residential consumers. 

The state commission has also announced 
that a new and simplified tariff, which will save 
customers approximately $14,150 a year, was 
filed on March 7th by the Bradford Electric 
Company. The new rates are to be effective 
for all billings resulting from meter readings 
after March 31st. The utility operates in Pot- 
ter and McKean counties. 


Asserts Jurisdiction 


N a formal order on March 8th the state 

public utility commission announced it has 
jurisdiction to continue its investigation of the 
Pennsylvania Utility Consumers Service, Inc., 
of Harrisburg, as well as of John J. Lipko, 
president. 

The order also stated its intention to an- 
nounce its findings to the public and to certify 
the findings to any public officer whose duty 
it may be under the law to act upon them. 
The commission held that § 1013 of the Public 
Utility Law “vests a general power in the com- 
mission to conduct hearings other than those 
specifically provided by the Public Utility Law, 
and we are of opinion that this general power 
may be exercised to inquire into the activities 
of any person or corporation which appear 
calculated to cheat the consumers of public 
utilities of full benefit of the reparation provi- 
sions of the Public Utility Law, entrusted to 
the commission for administration.” 

The order stated that the Pennsylvania Utili- 
ty Consumers Service, Inc., is chartered for 
the stated purpose of “aiding consumers in 
securing reductions in public utility rates and 
refunds from public utility companies.” 

The corporation under Lipko’s direction, the 
commission said, has entered into agreements 
with numerous consumers in the Pennsylvania 
Power & Light Company’s territory “whereby, 
in consideration of the agreement of the cor- 
poration to use its best efforts to secure reduc- 
tion of utility rates,” the consumer retains 
the corporation to represent him, and further 
agrees to pay the corporation an amount equal 
to 2 per cent of his annual electric bill and, 
in addition, to pay the corporation 20 per cent 
of any overpayments or refunds secured by 
the corporation or received by the consumer 
from the utility. - 
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THE MARCH OF EVENTS 


South Carolina 


Santee-Cooper Probe Asked 


GC Burnet R. Maybank asked the 
state legislature on March 7th to make 
a “thorough and impartial” investigation of the 
Santee-Cooper power project after charges 
were made of “waste, mismanagement, and in- 
competence” in its construction. House Speaker 
Sol Blatt introduced such a bill on March 12th. 

The Santee-Cooper project is the largest 
such project in the nation now being financed 
by funds of the WPA. 

The governor’s action followed receipt of a 


letter from J. L. M. Irby, who was dismissed 
recently as chief of the project’s land acquisi- 
tion department. Mr. Irby asked for an inves- 
tigation to place responsibility for “incompe- 
tence, mismanagement, and waste of public 
funds, and to rectify conditions before the han- 
dling of this project becomes a scandal and 
a stench.” 

The project involves construction of a power 
dam at Pinopolis, S. C., reclamation of sev- 
eral thousand acres of land for farming, and 
making a navigable channel from Charleston 
to Columbia. 


Tennessee 


TVA Has No Tax Say 


HE Tennessee Valley Authority has noth- 

ing at all to do with deciding how much 
taxes Nashville Electric Service shall pay to 
the city, City Attorney W. C. Cherry said on 
March Ist. 

Mayor Thomas L. Cummings, who had pre- 
viously stated that “in my opinion this is a mat- 
ter to be determined between the board [the 
Nashville Power Board] and the Tennessee 
Valley Authority,” refused to amplify his 
statement or to make any comment. 

Cherry stated that the contracts of sale be- 
tween Nashville, TVA, and the Tennessee 
Electric Power Company, and the legislative 
act that authorized the sale were perfectly 
plain about the rate of tax to be paid by NES 
to the city and he could see no occasion for 
argument. 

The city attorney said that the contract 
clearly stated that NES shall pay taxes on the 
property it operates at the same rate as any 
other city taxpayer. “At my insistence it was 
written into the contract that taxes would be 
paid at the prevailing city tax rate on the 
amount of the initial purchase price, plus im- 
provements with proper deductions for de- 
preciation.” 

James A. Newman, counsel for the Nash- 
ville Power Board, was said to be drafting a 
written opinion at the request of Chairman 
W. C. Baird. The opinion will interpret for the 
board the tax regulations included in the con- 
tract and in the act. 

Cherry said that he could see no possible rea- 
son for referring the matter to the TVA, that 
so far as he could see they had nothing to do 
with it. He said that the original letter which 
he addressed to the mayor, the power board, 
and the city tax assessor, asking that the tax 
question be worked out and setting out the way 
in which the contract specified that the tax 
should be paid, was dictated in the presence of 
Newman and with his approval. 
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Claim Delays Trade 


T. Drinnon, counsel for Al Kraemer of 
e Knoxville, conditional purchaser of the 
Tennessee Electric Power Company’s street 
railway properties in Nashville, said recently 
he had been informed by Mayor Thomas L. 
Cummings and the city board of public works 
that they would approve no purchase of the 
TEPCO holdings until the city’s claim for 
street damages and repair had been settled. 

Kraemer, operator of a bus system in Knox- 
ville, is head of the Nashville Transit Lines, 
formed after he and his associates reached an 
agreement some weeks ago to buy the TEPCO 
properties. The Nashville Transit Lines is one 
of the several bidders for a bus franchise. 

Cummings has contended that TEPCO has a 
$700,000 obligation to the city for failure to 
repair streets. Drinnon said that “We are not 
in a position to make any offer of that kind,” 
adding that TEPCO’s estimate of the work 
was $400,000. 

It was reported recently that Kraemer may 
intervene in the suit pending against TEPCO 
before the state railroad and public utilities 
commission demanding that TEPCO be re- 
quired to completely modernize its transporta- 
tion equipment. 

George Armistead, local counsel for 
Kraemer, on March Ist filed an answer on 
the part of the Nashville Transit Lines to the 
city’s suit against TEPCO asking appointment 
of a receiver for the company and settlement 
of street damages claimed by the city. A 
blanket denial of all charges made in the city’s 
suit was made in a demurrer filed by the 
utility in chancery court on February 29th. 

Chancery Court Judge R. B. C. Howell on 
March 5th refused to grant the city’s request 
to appoint a receiver for TEPCO, but al- 
lowed the city to bring the case to trial with 
a renewal of its petition for a receivership, 
forfeiture of franchise, and claim of damages, 
when court reconvenes in April. 
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Old Utility Group Back 


HE Dallas city council recently reduced its 

often discussed utility committee from five 
back to the three original members, thereby 
apparently settling an old feud that had de- 
veloped between R. D. Suddarth and Ben 
Cabell on the governing body. 


Mayor pro tem. Cabell, Councilmen Hal 
Noble and W. B. Johnson were renamed on 
the committee by council action but M. M. 
Straus and E. J. Ward Gannon, added to it 
several weeks ago at Mr. Cabell’s suggestion, 
were dropped after the voting was over. 

Mr. Suddarth opposed a standing utility 
committee of three members when it began 
functioning some time ago, and Mayor Rodgers 
tried to quiet that argument by announcing he 
had appointed it and wanted it to continue serv- 
ing. At the suggestion of Mr. Cabell it then 


Utah 


New President Announced 


E, LECTION of Herman B. Waters to the presi- 
dency of the Telluride Power Company 
was announced on March Ist by H. R. Waldo, 
company secretary. The election to fill the 
vacancy created by the death of Paul N. Nunn 
was made at a recent meeting of the board of 
directors. 

The board, in deciding that Mr. Waters 
would continue as general manager, also ap- 


Washington 


Power Tie-in Plan Approved 


HE proposed new hydroelectric power in- 
tertie agreement between Tacoma and Se- 
attle, in which the rate for surplus power sold 
by one city to the other is reduced from one- 
third to one-fifth of a cent per kilowatt hour, 


West Virginia 


Rate Schedule Revised 


P . pereons rate schedule that will save $35,700 
a year for eastern panhandle electric users 
resulted on March 2nd from a conference of 
the state public service commission and officials 
of the Potomac Light & Power Company. 
The reduction order, entered in an investi- 
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Texas é 
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a 


was given legal status by the council and two” 
more members were added, but Mr. Suddarth | 
opposed that because the group composed a 
—— of the body. 

Mr. Cabell moved to abolish the committee ll d 
as it stood and this was approved unanimously. | i 
Mr. Suddarth then moved to reconstitute it” 
with the original three as members and that Fi 
also was favored. P 

Mr. Noble said he expected negotiations to” 
open soon on a reduction in electric rates for | 
small and medium-sized commercial and in- | 
dustrial patrons that will save them at least | 
$250,000 a year. 

Utility Supervisor Frank R. Schneider would 
not discuss the proposal but it was understood | 
he hopes to increase that figure, possibly by | "i 
$100,000 or more a year. He also hopes to get! 
a gas rate reduction worked out soon with 
the local company. 4 





i 


fe 
i 
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pointed Paul P, Ashworth, formerly distribu- | 
tion engineer for the Utah Power & ~~ 
Company, as assistant general manager. 

Mr. Waters has been associated with the 7 
Telluride Company for nearly thirty years, | 
having been the engineer in charge of con- | 
struction of the plant on Malad river near | 
Thousand Springs, Ida., in 1911. He was chief 7 
engineer of the Idaho Power & Light Company © 
before the Telluride Company sold that unit © 
to the Idaho Power Company. 








was approved on March 6th by the Seattle city 
council utilities committee. 

The committee recommended for passage an 
ordinance embodying the modified agreement, 
which was sent to the council for final action. 
The city of Tacoma already has approved 
the plan. 





Hampshire, Mineral, 
counties. 

The new schedule, effective April 1st, is one 
of several reductions ordered for Potomac © 


customers in the past four years. 
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gation case started by the commission, will 7 
affect 11,823 domestic and 1,731 commercial © 
consumers in Berkeley, Jefferson, Morgan, © 
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The Latest 
Utility Rulings 


Owner of Apartments Not Entitled to 
Combined Billing and Wholesale Rates 


E i e- Pennsylvania Superior Court 


sustained a commission order deny- 
ing the right of the owner of an apart- 
ment development to a wholesale electric 
rate. The owner contended that it was a 
single customer and had the right to re- 
ceive Service at one point. Bills for such 
service were being sent to and were be- 
ing paid by the owner. 

The company’s tariff provided that 
tariff provisions applied to everyone 
lawfully receiving electric service from 
the company under the rates therein, and 
receipt of electric service should con- 
stitute the receiver a customer of the 
company. Another rule provided that 
rates named in the tariff for each class 
of service were based upon the supply 
of the service to one entire premise 


e 


through a single delivery and metering 
point, and that separate supply for the 
same customer at other points of con- 
sumption should be separately metered 
and billed. 

The court said that to permit separate 
customer units to combine for single- 
point service would be to violate the 
fundamental theory upon which the pric- 
ing of the company’s tariff schedules 
were based. Any determination that the 
property owner constituted a single cus- 
tomer for the purposes sought in the 
complaint would, in the opinion of the 
court, be a discrimination against other 
retail customers similarly situated. Land 
Title Bank & Trust Co. v. Pennsylvania 
Public Utility Commission et al. 10 
A(2d) 843. 


Indenture for Bond Issue Required to Be Modified 


TELEPHONE company was authorized 
by the California commission to 
issue, at not less than par, $18,000 of its 
first mortgage serial 5 per cent bonds and 
to use the proceeds to pay certain in- 
debtedness. The commission required the 
company, however, to submit a revised 
indenture securing the payment of the 
bonds and ordered that its authorization 
should not become effective until the in- 
denture was approved. 

The proposed indenture provided in 
one section that the annual net earnings 
added to surplus should be determined 
according to sound telephone utility ac- 
counting practices, in connection with a 
restriction on dividend payments. The 
commission was of the opinion that this 
section should be revised so as to obli- 
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gate the company to determine its annual 
net earnings according to the system of 
accounts prescribed by the state com- 
mission, or, in the absence of such a sys- 
tem of accounts, according to sound tele- 
phone utility accounting practices. 

Another section of the indenture pro- 
vided that any moneys paid to the cor- 
porate trustee and not expended within 
a period of two years after the deposit 
of the moneys with the trustee should be 
applied by the trustee as the company 
might direct, to the purchase of bonds 
of any series then outstanding. This 
language, the commission _ believed, 
should be modified so as to require the 
corporate trustee to select, in an im- 
partial manner, the bonds to be redeemed 
through the use of such funds. 
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It had been proposed that the bonds 
be sold at not less than 95 per cent of 
their face value and accrued interest, but 
the commission ruled that the bonds 


should be sold for not less than par. Re 
California-Oregon Telephone Co. (De- | 
32790, Application No. § 


cision No. 
22899). 


e 


Commission Jurisdiction over Rate Contract 


HE Federal Power Commission con- 

ducted hearings at the instance of 
the city of Los Angeles and the depart- 
ment of water and power of that city, to 
determine the reasonableness and lawful- 
ness of electric rates prescribed by con- 
tract filed with the commission by the 
defendant company. The commission 
made findings and ordered rate reduc- 
tions to be filed. 

Jurisdictional questions were dealt 
with at the outset. It was decided that 
the defendant company is a public utility 
within the purview of the Federal Power 
Act, since it owns and operates facilities 
subject to the jurisdiction of the Federal 
Power Commission. 

The defendant contended that the Fed- 
eral Power Commission had no jurisdic- 
tion here because the complainant, city 
of Los Angeles, a municipality, and the 
department of water and power of that 
city are exempt from the commission’s 
jurisdiction under § 201(f) of the Fed- 
eral Power Act (16 USCA, § 824). This 
contention was overruled when the com- 
mission said: 

The defendant’s contention in this respect 
is obviously without merit. Even if it be 
conceded that under §201 (f) of the act 
the complainants are exempt from the com- 
mission’s regulatory jurisdiction, neverthe- 
less § 306 of the Federal Power Act spe- 
cifically authorizes a “person” or “munici- 
pality” to file a complaint with the com- 
mission, and the city and the department 


are before the commission in the capacity 
of complainants involving the commission’s 


e 


authority over a public utility admittedly | 


subject to the commission’s jurisdiction, 


The authority of a Federal regulatory 7 
agency, in the exercise of the rate-making | 
power vested in it by Congress, to modify | 
a rate contract between a state or munici- © 
pality and a public utility, has been settled | 


beyond question. 


Also, the commission ruled, it has | 
jurisdiction over a rate schedule cover- | 
ing rates made, demanded, or received by | 
a public utility in connection with the | 


transmission or sale of electric energy by 


facilities subject to the commission’s | 
jurisdiction, notwithstanding that it was 
alleged that there was not, had not been, [ 
and actually might never be, any trans- | 


mission of electric energy thereunder. 


The defendant introduced in evidence 4 
estimates of the reproduction cost new of | 


the properties involved. The commission, 
however, felt that the original cost of 
construction of the properties constituted 


the best evidence of the amount to be used | 


as a rate base. 

In support of its contention that the 
charges made were reasonable and just, 
the defendant introduced into evidence 
several rate comparisons. These, the 
commission observed, do not afford a 
proper basis for determining the reason- 
ableness of the rates involved. 

A return of 6 per cent on a rate base 
of $590,000 was held to be fair and rea- 
sonable. City of Los Angeles v. Nevada- 
California Electric Corp. (Opinion No. 
43, Docket No. IT-5512). 


Department Store Operating Free Busses to Store 
Is Engaged in Public Utility Business 


Cuicaco department store, recog- 
nizing the difficulty of attracting 
customers from suburban towns who 


would have to pay two fares in order to 
reach its store, inaugurated a system of 
free bus service to and from the store. 
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The Illinois commission held that this 
was public utility service operated with- 
out authorization under Illinois law. 
Cessation of the service was ordered, 
and the matter was referred to the at- 
torney general for the purpose of tak- 
ing necessary and appropriate action to 
enforce the provisions of the order and 
of the Public Utility Act. 

The contention of the store was that in 
operating free busses exclusively for the 
private use and convenience of its cus- 
tomers and patrons it was not engaged 
in the public utility business. The com- 
mission held that the statute defining a 
public utility does not make compensa- 
tion an element in determining the char- 
acter of a business, but it went further 
and ruled that there was in fact a con- 
sideration for the transportation. It was 
said that in lieu of a cash fare, the usual 
compensation for a carrier, the store de- 
sired that its passengers visit its store, 
that they should be its actual or prospec- 
tive customers. Service was offered for 
the promise implied in fact of the pas- 
senger that he was or that he had been 
an actual or prospective customer. There 
was said to be a definite connection be- 
tween the use of the bus system and the 
sale of goods. Those who purchased the 
goods paid for the service even though 
they might not use it. 

Announcements of the service were 


distributed widely and circulars were 
neither intended for nor distributed to 
any select group of persons. They were 
directed to and were distributed freely 
among the general residents of the sub- 
urbs. 

There was a solicitation to the en- 
tire public to come by way of the busses 
to shop at the store. All members of the 
public desiring to use the service might 
at will do so upon meeting the require- 
ments that they be actual or prospective 
customers. Such a requirement was not 
considered a restriction of the use. The 
commission said : 

All public utilities have requirements 
which must be observed by the public be- 
fore their service may be utilized. The fact 
that service is actually rendered only to the 
persons meeting the requirements does not 
thereby limit the use to such persons, The 
service is open to the public and all persons 
are free to take advantage of such service; 
hence, the use is public. 

The fact that motor bus operations are 
conducted by a company which is ob- 
viously a mercantile concern, the com- 
mission held further, does not prevent its 
being clothed with a public use and con- 
sequently being of a public utility nature. 
The character of the service and not the 
character of the ownership determines 
ordinarily the power of regulation. 
Brookfield v. Goldblatt Brothers, Inc. 
(25664). 
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Company Fails to Show Need for 
Higher Gas Rate 


HE Pennsylvania commission insti- 

tuted an investigation to determine 
the lawfulness of rates which the Peo- 
ples Natural Gas Company proposed to 
charge and, finding that the company 
failed to prove the lawfulness of the 
rates, held them to be unjust, unreason- 
able, discriminatory, and in violation of 
the Public Utility Law. The commission 
stated that the Public Utility Law re- 
quired a public utility seeking authority 
to increase its rates to prove that the pro- 
posed rates are reasonable and just. (For 
further details, see p. 438.) 
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A public utility seeking authority to 
increase its rates, said the commission, 
has the burden of supplying its operating 
data, where the application is based upon 
an alleged deficiency in net income, 
which, in turn, depends upon the gross 
revenue available to the applicant less 
allowable operating expenses. The util- 
ity company did not supply these data. 

The reasonableness of the rate paid 
for gas purchased from an affiliate for 
resale is another important factor, the 
commission held. On this phase of the 
case, the commission said: 


MAR. 28, 1940 





PUBLIC UTILITIES FORTNIGHTLY 


A complaint was filed by this commission 
with the Federal Power Commission on 
March 23, 1939, to determine the cost of gas 
to the Peoples ‘Natural Gas Company from 
Hope Natural Gas Company at the West 
Virginia-Pennsylvania state line. This com- 
plaint is docketed as G-127. Hearings were 
originally scheduled for December, 1939, 
and were postponed to April, 1940. A deter- 
mination of this question is vital to the pres- 
ent issue. If respondent chooses to await the 
outcome of that case, it must bear the con- 
sequences. Respondent, as an affiliate of 
Hope Natural Gas Company, is obviously in 
the best position to prove the reasonableness 
of the rates charged by Hope. Moreover, 
here respondent’s burden was especially 
heavy, as it involved not only a matter in 
justification of the increase in rates, but a 
transaction between affiliates, 


It was also felt that the gas company 
should supply the commission with a 
computation of both annual and accrued 
depreciation based upon age and life. 
Such information, the commission said, 
is absolutely necessary for an accurate 
determination of depreciation. The com- 


mission determined that by failing to | 
supply age-life figures the utility failed 
to sustain its burden with relation to the 
most important part of the case. 

The commission finally decided that | 
the proposed rate schedule was discrimi- | 
natory and said: 


It is well recognized in rate making that | 
it is impossible to base rates upon the cost 
of supplying the particular product to each | 
consumer. If a determination of the cost to | 
each consumer was to be attempted in this | 
case, the Peoples Natural Gas Company | 
would have some 150,000 different rate | 
schedules. To choose a particular group, | 
and particularly that group which is abso- | 
lutely dependent upon the company’s prod- | 
uct, for increases in rates, and to attempt to | 
justify those increases purely upon the basis | 
of cost of supplying gas, is unconscionable | 
and grossly discriminatory as we view the | 
matter, and in violation of § 304 of the Pub- § 
lic Utility Law. q 


Pennsylvania Public Utility Commission | 
v. Peoples Natural Gas Co. (Complaint 
Docket No. 12683). 
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Higher Rates to Seasonal Users 


bi hee Wisconsin commission, in an in- 
vestigation of rates of a municipal 
electric utility, found that the utility had 
seasonal rates on file providing for the 
billing of seasonal customers on the ur- 
ban rate plus an additional $3 annual sea- 
sonal charge. 

It appeared, however, that this rate had 
not been strictly applied. The commis- 
sion approved a higher rate for seasonal 


e 


service with the following statement: | 


Higher rates to seasonal users are con- 
sidered reasonable when consideration is 
given to the fact that seasonal service is 
short-term service and that for the most 
part seasonal users reside at some distance 
from the utility’s urban distribution sys- 
tem, thereby occasioning relatively higher 
maintenance charges and line losses. 


Re Trempealeau (2-U-1487). 


Trustee Permitted to Sell Unprofitable Utility 
Property to Competitor 


.__ Federal Circuit Court of Ap- 
peals held that the trustee of a pub- 
lic utility, unable to conduct the business 
except at a loss, was free to sell the 
physical assets to a public service cor- 
poration formerly a competitor. He did 
not, in the opinion of the court, occupy 
the status of a public service corporation 
within the meaning of a constitutional 


prohidition against the leasing or pur- 
chasing of the works of a competing pub- 
lic service corporation. Moreover, he 
could not be required to operate at a con- 
tinuous loss. The trustee had surren- 
dered the franchise granted to the com- 
pany. The court said: 


A public utility cannot, in the absence of 
contract, be compelled to continue to operate 
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its utility at a loss. Fort Smith Light & Trac- 
tion Co. v. Bourland, 267 US 330, 69 L ed 
631, PUR 1925C, 604, 45 S Ct 249. The usual 
permissive charter of a public utility cor- 
poration does not give rise to any obligation 
on the part of the corporation to operate its 
utility at a loss. Nor can such an obligation 
be elicited from the acceptance of the char- 
ter or from putting the utility into operation. 
The corporation, although devoting its prop- 
erty to the use of the public, does not do 
so irrevocably or absolutely, but on condi- 
tion that the public shall supply sufficient 
trafic on a reasonable rate basis to yield 


7 


a fair return, and if at any time it develops 
with reasonable certainty that future opera- 
tions must be at a loss, the corporation may 
surrender its franchise, discontinue opera- 
tion, and dismantle and sell its physical prop- 
erties. To compel it to go on at a loss or 
give up the salvage value of its physical 
properties would be to take its property 
without the just compensation guaranteed 
it by the due process clause of the Four- 
teenth Amendment, USCA Const. 


Phillips, Governor of Oklahoma, et al. v. 
Nelson et al. 108 F (2d) 725. 


Contracts As Affecting Common Carrier Status 
Of Motor Vehicle Operator 


HE status of a motor carrier is de- 
termined by what he does, not by 
whether he demands and obtains con- 
tracts from shippers. This principle was 
made the basis for an order of the Cali- 
fornia commission finding a trucking 
company to be operating as a highway 
common carrier without a certificate. 
The company had entered into eight 
written contracts with shippers for the 
transportation of milk, and these were 
said to be the only operations which it 
conducted between the points involved in 
the commission investigation. It was 
brought out in the hearing, however, that 
the company also furnished transporta- 
tion for compensation for certain others 
without private contracts. The commis- 
sion said: 


One claiming to be a private contract car- 


e 


rier should have a mutually binding, bilat- 
eral, contractual relaticnship with those 
whom he serves. Even if it were assumed 
that the only patrons served by the defendant 
are the eight with whom it has alleged con- 
tracts, nevertheless, such contracts must 
meet the test required as a legitimate bona 
fide contract. Upon such assumption defend- 
ant may not escape regulation by obtain- 
ing eight identical contracts which are sub- 
ject to cancellation upon the mere whim of 
either party thereto. The contracts between 
defendant and these eight shippers fall short 
of constituting a mutually binding, bilateral 
relationship which is required of a person 
contending to be a private carrier. 


The commission said that such written 
contracts do not alter a company’s com- 
mon carrier status if they are being used 
merely as a means to escape regulation. 
California Milk Transport, Inc. v. Stand- 
ard Trucking Co. Inc. et al. (Decision 
No. 32798, Case No. 4373). 


Other Important Rulings 


CIRCUIT court judge in Wisconsin 

held that the section of the statute 
giving the commission authority to rule 
on removal of railway stations and sta- 
tion agents in towns and villages was un- 
constitutional. The court set aside a com- 
mission order denying authority to dis- 
continue the maintenance of a full-time 
railway agent. The court held that the 
delegation of power was unlawful as it 
left the whole matter to the unlimited, 


uncontrolled whims and caprices of the 
commission. Chicago & Northwestern 
Railway Co. v. Wisconsin Public Service 
Commission. 


The railroad commission of California 
has held that where a telephone com- 
pany’s authority to issue securities to re- 
imburse its treasury for expenditures 
heretofore made for plant additions and 
betterments provides that no more than 
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a specified amount may be paid as com- 
missions to the underwriters, if more 
than such amount is paid, the difference 
between what is paid and the sum speci- 
fied must be charged to surplus. Re As- 
sociated Telephone Co. Ltd. (Decision 
No. 32682, Application No. 23159). 


The Montana commission authorized 
a town to abandon electric service where 
service under the Rural Electrification 
Administration would be more efficient 
and render greater service to consumers. 
The commission said that where a utility 
seeks to abandon service and the same 
service will be rendered by some other 
utility or agency, this is a legal ground 
for granting a petition for abandonment. 
Re Town of Hysham (Docket No. 
3132, Report and Order No. 1753). 


The California commission held that 
water utilities must own all meters in or- 
der to avoid discrimination which might 
arise if consumers are required or al- 
lowed to own or rent the meter. Re 
Dominguez Water Corp. (Decision No. 
32739, Application No. 22763). 


The superior court of Pennsylvania 
recently held that a common carrier’s 
right to due process of law as guaranteed 
by the state and Federal Constitutions 
was violated when the commission re- 
scinded its right to operate and also im- 
posed a fine without filing a formal com- 
plaint containing specific charges of vio- 
lation of law. Armour Transportation 
Co. v. Pennsylvania Public Utility Com- 
mission, 10 A(2d) 86. 


The United States Court of Appeals 
for the District of Columbia held that 
a licensee could appeal, as a person ag- 
grieved or whose interests are adversely 
affected by a commission’s refusal of an 
application for transfer of a radio license, 
where the licensee and the proposed as- 
signee had joined in the application, and 
the proposed assignee could appeal as an 
applicant for a radio station license. As- 


sociated Broadcasters, Inc. v. Federal 
Communications Commission, 108 F(2d) § 


737. 


The Federal Circuit Court of Appeals, | 
First Circuit, held that the public service | 
commission of Puerto Rico had power to | 
prohibit motor vehicles not previously au- | 
thorized by the commission to act, serve, 
function, or operate as public carriers | 
for the transportation of passengers by § 
seat, offering, rendering, or giving its | 
service to the public in general between | 
certain municipalities. Ortiz et al. v. Pub- 
lic Service Commission of Puerto Rico et | 


al. 108 F(2d) 815. 


The Federal Circuit Court of Appeals, 
Eighth Circuit, sustained a district court | 
injunction against the enforcement of the | 
Nebraska Full Train Crew Law as in- | 
terpreted by state officers, holding that a | 
railroad which had designated one of its § 
crew as a “brakeman and porter” was | 
not violating the law. The brakeman- 
porter was fully qualified as a brakeman, | 
performed all the brakeman’s work on | 
the train, and, in addition, if and when 
his duties as brakeman permitted, also | 
did some porter work. His employment | 
was held to be a compliance with the stat- | 
utory requirement of a brakeman. Beal | 
et al. v. Missouri Pacific Railroad Corp. | 
108 F (2d) 897. 


The California commission declared 
that in a proceeding for authority to con- | 
tinue to charge less than established J 
minimum rates where there is an absence | 
of information relative to the estimated 
cost of transporting the traffic involved, 
and a lack of substantial evidence to in- 
dicate that the rates in question have 
been and may be expected to be com- 
pensatory, obviously no finding can be 
made that such rates are reasonable, and 
without such a finding a carrier cannot be 
authorized to perform at less than estab- | 
lished minimum rates. Re Codperative 
Delivery Service, Ltd. (Decision No. 
32791, Application No. 22429). 


Note.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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RE NEVADA-CALIFORNIA ELECTRIC CORPORATION 


FEDERAL POWER COMMISSION 


Re Nevada-California Electric Corporation 


[Docket No. IT-5581, Opinion No. 42.] 


Security issues, § 109 — Preferred stock — Dividend rate. 


1. Authorization of an 8 per cent preferred stock is not compatible with 
the public interest, even though the company’s position would be either 
unchanged or bettered because such stock is issued in connection with_a 
financial plan for substituting 8 per cent noncumulative shares and 6 per 
cent cumulative shares for 7 per cent cumulative shares, p. 66. 


Security issues, § 1 — What constitutes issue — Overprinting of certificates — 
Dividend change. 


2. A substantive change in preferred stock dividend rights, accomplished 
by amendment of articles of incorporation and the subsequent overprinting 
of a legend stating the changes on outstanding share certificates, constitutes 
an issue of securities within the purview of § 204 of the Federal Power 
Act, p. 66. 


WB Statutes, § 15 — Interpretation — Federal Act. 


3. Interpretation by the Interstate Commerce Commission of § 20 (a) of 
the Interstate Commerce Act, so as to include within the meaning of the 
word “issue any securities” a change in dividend rights on preferred stock, 
is persuasive as to the intent of Congress that the similar language in § 204 
(a) of the Federal Power Act is to be similarly interpreted, p. 66. 


: Security issues, § 41 — Necessity of authorization — Change in dividend right. 


4. An issue of securities effected by charter amendment and printing of a 
legend relating to change in dividend rights on the certificates, constitutes an 
issue of securities for which the authorization of the Federal Power Com- 
mission is required by § 204 (a) of the Federal Power Act, p. 66. 

Security issues, § 15.1 — Powers of Federal Commission — Ratification of issue. 


5. The Federal Power Commission has no power to authorize an issue of 
securities, within the scope of § 204 (a) of the Federal Power Act, if the 
issue has purportedly been effectuated, p. 70. 


Security issues, § 50 — Grounds for denying approval — Exchange for illegal 
issue. 


6. Authority should be denied for the issuance of stock to be exchanged for 

other stock which was illegally issued without authorization by the Com- 

mission, since approval of such an issue would, in effect, be an indirect 

ratification of the earlier issue, beyond the power of the Commission, p. 
[December 22, 1939.] 


_——— for authority to issue stock; refused. 


> 
By the Commission: By the order matter, denying the application of 
his day entered in the above-entitled the Nevada-California Electric Cor- 
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poration for an order authorizing the 
issuance of 6 per cent cumulative divi- 
dend preferred shares and 8 per cent 
noncumulative dividend preferred 
shares and the issuance of split-up 
shares of common stock and reduc- 
tion of the aggregate par value of com- 
mon stock outstanding, all proposed 
to be issued in exchange for outstand- 
ing shares, the Commission is not de- 
nying the company the opportunity 
to accomplish, in a proper way, an im- 
provement in its financial structure. 

As indicated in the application, the 
improvement in its financial structure 
which the company seeks to accomplish 
by the change in its preferred stock is 
desired in order to provide a some- 
what greater assurance of ability to 
secure funds to meet long-term obli- 
gations maturing in 1941; the reduc- 
tion in the aggregate par value of the 
common stock is desired to make possi- 
ble a credit to Capital Surplus account 
against which an “Acquisition Adjust- 
ment” account can be written off as and 
when required by this Commission. 
However, the Commission is of the 
opinion that the particular way chosen 
by the company to accomplish its pur- 
poses must be held objectionable for 
two reasons: first, because it would 
place in the market an 8 per cent pre- 
ferred dividend share; second, because 
the requested authorization would in 
effect ratify a previous security issue 
for which no authorization by this 
Commission was obtained as required 
by the act and which is now not legally 
susceptible to direct authorization by 
this Commission. 

[1] The company desires to issue, in 
place of its formerly outstanding 7 
per cent cumulative dividend preferred 
shares, half as much in aggregate par 
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value amount of 6 per cent cumulative 
dividend preferred shares, and the 
other half, of 8 per cent noncumulative 
dividend preferred shares. Under the 
new shares, the company’s aggregate 
annual dividend requirements, if 
earned, would remain the same as for- 
merly, but if not earned, would ac- 
cumulate at the rate of only $3 perf 
$100 aggregate amount of par value 
of preferred shares, instead of $7§ 
yearly. ; 
Notwithstanding the fact that thel 


company’s position would be either un- Fs 


changed or bettered, we believe that? 
the issuance of the proposed 8 per cent 
preferred shares, with the approval of f 
this Commission, would be misleading f 
and would tend to create confusion 
as to the justifiable rate of return on 
such a security. Under present con-j 
ditions we are of the belief that author- § 
ization of an 8 per cent preferred stock § 
is not compatible with the public in-f 
terest. : 
[2-4] The second objection re-j 
quires for its understanding a refer-f 
ence to a prior transaction which is in 
reality an integral part of the method] 
by which the company has proposed 
to accomplish its present objective.| 
When the company projected its pro- 
posed change from 7 per cent cumula-f 
tive preferred dividend shares to half 
6 per cent cumulative and half 8 perf 
cent noncumulative, it divided the 
proposed procedure into two transac- 
tions: the substantive change in divi- 
dend rights it purported to accomplish 
by an amendment of its articles of in- 
corporation at a stockholders meeting 
March 20, 1939, and the subsequent 
overprinting of a legend stating the 
changes on outstanding share certifi- 
cates. Thereby the dividend right on 
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ach $100 preferred share was to be 
changed from a $7 cumulative pre- 
ferred dividend to a $3 cumulative 
preferred dividend plus a $4 noncumu- 
lative preferred dividend. That trans- 
ation, which may be referred to as the 
March transaction, was not submitted 
to this Commission for authorization. 
The second transaction, which we will 
refer to as the October transaction, is 
that for which authorization is now 


Bought, and consists of the change in 
WB the form of the shares evidencing the 


wbstantive rights as purportedly 


@changed by the March transaction. 
@ This was proposed to be accomplished 


pursuant to a further amendment of 
the articles of incorporation at a stock- 
holders meeting October 17, 1939. 
By the October transaction, it is pro- 
posed to exchange for each $100 share 
having the $3 cumulative and $4 non- 
cumulative preferred dividend rights, 
two $50 shares, one carrying a 6 per 
cnt cumulative preferred dividend 
tight, the other an 8 per cent non- 
cumulative preferred dividend right. 
The practical effect of the procedure 
adopted is that the important substan- 
tive aspect of the proposed change has 
purportedly been accomplished, and 
onfronted with that fait accompli the 
Commission is asked now to approve 
achange in the form of the shares in 
which that substantive change shall 
hereafter be clothed. In making this 
statement we do not wish to be under- 
stood as impugning the company with 
any motive or intention of deliberate- 
ly seeking to withhold the substance 
of the transaction from our considera- 
tion in violation or evasion of statu- 
The proper inter- 
pretation of the requirements of the 
at may not have been free from the 


possibility of differing views by per- 
sons striving in good faith to comply 
with the provisions of the act. We 
wish to be understood as merely speak- 
ing of the practical effect of what has 
been done, wholly apart from any 
question of motive or intention. 

We have found that the effectuation 
of the March transaction would con- 
stitute an issue of securities within the 
purview of § 204 ( 16 USCA, § 824). 
That determination follows naturally 
from a previous decision of this Com- 
mission. In the order adopted June 
27, 1939, Re Otter Tail Power Co. 
Docket No. IT-5533 (29 PUR(NS) 
129), we found that a change of 
shares from no par to $1 par value and 
the concurrent split of four for one 
shares constituted an issue of securi- 
ties within the meaning of § 204. In 
that case the applicant company had 
amended its articles of incorporation 
to authorize the changed shares of 
stock and had added to its articles of 
incorporation a paragraph providing 
in effect that each share without par 
value “outstanding immediately prior 
to the effective date of this amend- 
ment shall by virtue of this amend- 
ment be and become four 
shares of the par value of one dollar 
each.” The applicant there proposed 
to issue certificates representing the 
shares “created by the amend- 
ment” dated as of the effective date of 
the amendment, after the matter of au- 
thorization by this Commission had 
been disposed of. It asked this Com- 
mission to determine that the proposed 
transaction was not an issue of securi- 
ties but if the Commission found that 
it was, to authorize such issue. The 
Commission refused the first request, 
finding that the proposed transaction 
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would constitute an issue of securities 
within the meaning of § 204, and is- 
sued its order conditionally authoriz- 
ing the issue. 

We are of the opinion that the pres- 
ent applicant’s March transaction is 
not to be distinguished from that case, 
as the applicant contends it should be. 
In that transaction the company’s ar- 
ticles of incorporation were amended 
March 20, 1939, to authorize the 
changed preferred stock by limiting 
the right to 7 per cent cumulative divi- 
dends “‘only to and including the 31st 
day of March, 1939,” and adding the 
provision : 

“From and after the 31st day of 
March, 1939, the owners and holders 
of the preferred shares of stock shall 
be entitled to receive, when and as de- 
clared from the surplus or net profits 
of the corporation, dividends at the 
rate of 3 per centum per annum, which 
shall be cumulative, and shall be pay- 
able before any dividends on the com- 
mon stock shall be paid or set apart, 
so that, if in any year, dividends as 
last above defined, shall not have been 
paid upon the preferred stock, the 
deficiency shall be payable before any 
dividend shall be paid upon, or set 
apart for the common stock. In addi- 
tion thereto, from and after the 31st 
day of March, 1939, the owners and 
holders of the preferred shares of 
stock shall be entitled to receive, when 
and as declared, from the surplus or 
net profits of the corporation, divi- 
dends at the rate of 4 per centum per 
annum, which shall be payable before 
any dividend shall be paid upon or set 
apart for the common stock, but shall 
not be cumulative, so that, if in any 
year, dividends as last above defined, 
shall not have been declared upon the 
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preferred stock, then the right of the 
owners and holders to the whole o 
portion of said noncumulative divi 
dends which shall have been unde- 
clared in such year shall cease. . . .” 

In notifying its stockholders of the 


adoption of that amendment under, 


date of March 27, 1939, the corpora- 
tion advised them: 

“All holders of preferred and com- 
mon stock are requested to send theiry 
stock certificates to the Transfer 
Agent, The International Trust Com- 
pany, Denver, Colorado, for the pur-j 
pose of having printed thereon the 
changes effected by the above-men- 
tioned amendment.” 

Clearly the mere difference that in 
the Otter Tail Power Company Case 
supra, new share certificates were to 
be issued while in the March transac- 
tion the old share certificates were to 
be overprinted with a legend showing 
the changed rights, is no ground for 
distinguishing the cases. Equally 
clearly, to our way of thinking, the 
fact that the Otter Tail Power Com- 
pany Case, supra, involved a stock 
split-up and change from no par to 
par value stock while the March trans- 
action involved a change in dividend 
rights only, affords no sufficient basis 
for distinguishing the latter as being 
exempt from the provisions of § 204. 

Even more clearly insufficient is the 
other distinction attempted to be 
drawn by the present applicant be- 
tween the March transaction and the 
October transaction which it is not 
denied is an issue of securities. The 
amendment of the articles of incorpo- 
ration in October authorized the shares 
of stock as proposed to be changed and§ 
then provided: 

“Upon the effective date hereof, the 
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shares of the respective classes of 
sock theretofore issued and then out- 
standing shall, automatically, be con- 
vetted into shares of the respective 
dasses of stock hereby authorized 
_. .3; from and after the effective 
date hereof, the shares of all the re- 
sective classes of stock which were 
aithorized prior to the effective date 
hereof, both issued and unissued, shall 


be void.” 


It also appears that the officers of the 


“WB corporation were authorized to issue 


Equally 
ng, the 


ncorpo- 
» shares 


ved andy 


eof, the 


and deliver to stockholders share cer- 
tificates evidencing the rights of the 
stockholders in accordance with such 
amendment, and to receive, cancel, and 
retire certificates of stock theretofore 
issued and outstanding. The forego- 
ing statement is sufficient, we believe, 
to show that the October transaction 
annot be distinguished from the 


March transaction so far as the appli- 
ability of § 204 is concerned. 

Rejecting, then, both of the at- 
tempted distinctions, it remains only 
to be considered whether our position 
in the Otter Tail Power Company 
Case should be adhered to. 


Applicant, in its memorandum 
brief, submitted October 14, 1939, 
argues that “issue any security” as 
wed in § 204 of the Federal Power 
Act (Title II of the Public Utility 
Act of 1935) must be given the same 
meaning as “issue . . . amy secur- 
ity” in § 6 (a) (1) of the Public Util- 
ity Holding Company Act of 1935 
(Title I of the Public Utility Act of 
1935) (15 USCA, § 79£), because the 
two questions are in pari materia. 
Pointing out that while the provisions 
of § 6 (a) (1) are used in conjunction 
with the provision in § 6 (a) (2) re- 
ting to the “exercise (of) any priv- 


ilege or right to alter the priorities, 
preferences, voting power, or other 
rights of the holders of an outstand- 
ing security” no corresponding lan- 
guage is found in the Federal Power 
Act, applicant argues that transactions 
within the scope of the language used 
in § 6 (a) (2) must be regarded as 
excluded from the meaning of the lan- 
guage of § 6 (a) (1) and the cor- 
responding language of § 204. 

In our opinion the specific enumera- 
tion in § 6 (a) (2) should not be con- 
strued as restricting or qualifying the 
meaning of the more general language 
in § 204. If we look to the legislative 
history of § 204 we find that in the re- 
port of the Senate Committee on the 
bill containing the section which after- 
ward became the law in question 
(Senate Report No. 621, 74th Cong., 
First Sess., page 50) it was stated: 

“The section follows § 20a of the 
Interstate Commerce Act in defining 
the conditions under which authoriza- 
tion is to be given, the Commission’s 
power to issue orders and the duty of 
the public utilities to comply with such 
orders. Rs 

A comparative reading of § 204(a) 
of the Federal Power Act and par. 
2 of § 20a of the Interstate Com- 
merce Act shows how very closely in- 
deed the Congress followed the lan- 
guage of the earlier act in framing 
§ 204(a). At the time it did so, the 
language “issue any securities” used 
in § 20a had been clearly interpreted 
by the Interstate Commerce Commis- 
sion to include a change in dividend 
rights on preferred stock. See In- 
crease in Dividend Rate on Preferred 
Stock by the Virginia Railway, 72 
Inters Com Rep 473, decided August 
23, 1922. In that case the Virginia 
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Railway Company proposed to in- 
crease the dividend rate on its out- 
standing preferred stock from 5 to 6 
per cent. The Commission mentioned 
that: “The applicant proposes to pro- 
cure the necessary amendment to its 
charter, and to evidence the increase by 
indorsement upon Certificate No. 38 
which represents all of the 279,550 
shares of preferred stock now out- 
standing” and said: “We are of the 
opinion that the increase in the divi- 
dend rate on the preferred stock, in 
the manner specified, is a matter with- 
in our jurisdiction under par. 2 of 
§ 20a of the Interstate Commerce Act. 

.”’ Upon familiar grounds of 
statutory construction we regard this 
interpretation by the Interstate Com- 
merce Commission of the meaning of 
the language of § 20a persuasive as to 
the intent of Congress that the similar 


language in § 204(a) was to be simi- 


larly interpreted. Accordingly, we 
have held that the change in dividend 
rights as of March 31, 1939, would 
be an issue of securities for which the 
authorization of this Commission is 
required by § 204(a) of the Federal 
Power Act. 

[5, 6] Such authorization not hav- 
ing been obtained before the purported 
effectuation of the issue, this Com- 
mission’s authorization for that issue 
cannot now be obtained. The section 
(16 USCA, § 824c [a]) is explicit in 
its provision that no security can be 
issued within its terms “unless and 
until, and then only to the extent that, 
upon application by the public utility, 
the Commission by order authorizes 
such issue or assumption of liability.” 
This language makes it clear that the 
Commission is not empowered to au- 
thorize an issue of securities within 
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the scope of the section if the issue has 
purportedly been effectuated. The 
necessity for this Commission’s con- 
sideration of security issues before 
they have been accomplished if the act 
is to be successfully administered is, } 
we believe, obvious. But to grant the 
present application would be to author- 
ize the issuance of new securities in 
exchange for the illegally issued (and 
therefore void or voidable) securities} 
purported to have been issued hereto- §j 
fore, thereby in effect indirectly rati- 
fying what we have no power under | 
the act to directly authorize. This 
seems to us sufficient in itself to re-j 
quire that the present application be 
denied. : 


Although it is a question of state jl, 


law not now before this Commission, } 
the amendment of the applicant’s ar- 
ticles of incorporation by its  stock- 
holders’ action of March 20, 1939,§ 
would appear to be susceptible to the § 
interpretation that it constituted au-| 
thorization for the issuance of the} 
shares of preferred stock having the 
changed dividend rights, which au-j 
thorization continues to be valid and] 
effective regardless of the illegal and] 
void or voidable way in which the is- } 
suance of such shares pursuant thereto j 
has heretofore purported to be ef-§ 
fectuated, and that such purported ef- j 
fectuation can now be treated as either 
null and void, or as merely voidable, as} 
the case may be, under state law and, 
if merely voidable, can now be can-} 
celed or otherwise avoided, and there- 
after, upon authorization of this Com- 
mission first duly procured, the issue 
of preferred shares with changed divi- 
dend rights as authorized by the 
amendment of the articles of incorpo- 
ration can then be validly effectuated. 
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RE NEVADA-CALIFORNIA ELECTRIC CORPORATION 


At the same time, or subsequently 
hereto, the company may be able to 
spose a further change or new meth- 
od for the issuance of forms of pre- 
fred shares which will be satisfac- 
ry to it and will not be subject to the 
ibjection pointed out by the Commis- 
jon’s finding number (7) in the order 
this day adopted. 

The company should note, however, 
that further remedial measures should 
te considered than have thus far been 
proposed, for the improvement of its 
fnancial condition. 

In the first place, the proportion of 
fixed income securities to the compa- 


Mty’s total capitalization will still be 


excessive. Asa result of this fact and 
the further fact that the interest rates, 
and the preferred dividend rates on 
wich securities will still be relatively 
high, the burden which they impose on 
the company’s net income must tend 
to restrict the possibility of favorable 
fnancing in the future. It may be 
that after a thorough canvassing of 
the situation, preferred stockholders 
who are also holders of common stock 
might find it to be in their interests to 
agree to accept in exchange for their 


preferred shareholdings, shares of a 
new issue of common stock. It has 
been noted that as of December 31, 
1938, the twenty largest stockholders 
of the corporation held 72,310 of the 
outstanding 85,883 shares of common 
and 60,327 of the 114,612 shares of 
preferred stock. 

In the second place, the operating 
expenses of the corporation increased 
markedly during 1936, 1937, and 
1938, reaching levels, on a unit basis, 
considerably higher than those of oth- 
er electric utilities of generally similar 
characteristics. Certain increases ap- 
pear to have been of a temporary na- 
ture and some downward readjust- 
ment of expenses may, therefore, be 
expected. While still further reduc- 
tions in such expenses may be rendered 
difficult by specific operating condi- 
tions, constructive consideration of 
the subject might establish a basis for 
considerable improvement in net in- 


‘ come, thereby assuring more favorable 


circumstances for future refunding 
operations. 

An appropriate order of the Com- 
mission will be entered in accordance 
with this opinion. 





NEW YORK DEPARTMENT OF PUBLIC SERVICE, STATE DIVISION, 
PUBLIC SERVICE COMMISSION 


Re Queens Borough Gas & Electric 
Company 


[Case No. 8403.] 


Rates, § 362 — Street lighting — Increment cost — Relative use. 
Neither the increment cost method nor a basis of relative use should be fol- 
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lowed in every respect in determining the reasonableness of electric rat, 


for street lighting. 


[November 28, 1939.] 
enemas on motion of Commission as to electric street 


lighting rates; discontinued. 


APPEARANCES (as to this matter 
only): Gay H. Brown, Counsel (by 
George E. McVay, Assistant Counsel), 
for the Public Service Commission; 
Griggs, Baldwin & Baldwin (by 
Charles G. Blakeslee) New York city, 
Attorneys for the Queens Borough 
Gas and Electric Company; W. C. 
Chanler, Corporation Counsel (by 
Harry Hertzoff, Assistant Corpora- 
tion Counsel), New York city, for the 
city of New York; Leonard R. Han- 
ower, New York city, Special Counsel 
representing the Corporation Counsel 
of the city of Long Beach; James J. 


McCoy, New York city, appearing for 
the mayor of Long Beach. 


Mattsik, Chairman: The subject 
here being considered is the rea- 
sonableness of the rates being charged 
for street lighting service by the 
Queens Borough Gas and Electric 
company in the city of Long Beach. 

In an opinion dated November 22, 
1938, and approved December 20, 
1938, it was determined that the rates 
to general consumers charged by the 
Queens Borough Company were un- 
just and unreasonable. New rates 
were fixed estimated to save general 
consumers between $520,000 and 
$530,000 per annum. It was also de- 
cided that municipal street lighting 
rates as a group were excessive and 
that a reduction of about $30,000 per 
annum would be justified. However, 
all of the street lighting rates were 
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then covered by contracts except those 
for the city of Long Beach. No de 
termination was made of the rates that 
should be charged in that area, but if 
was decided that an opportunity should 
be given the representatives of the 
city and of the company to reach ; 
schedule acceptable to both parties. 

A hearing was held soon thereafte 
(January 13, 1939) at which time at¥ 
tention was called to the statements i 
the opinion above referred to and the 
hope was expressed that the city and 
the company would be able to reacl 
an agreement. It was also stated by 
the chairman that he had been advised 
that the parties had not yet been able 
to reach an agreement and that if no 
agreement were reached, the Commis 
sion would, of course, exercise the 
powers conferred by statute. 

It was pointed out that reasonable 
rates for street lighting depend upon 
a number of factors which should nat 
urally be determined by the municipal- 
ity itself, such as the number of hours 
that the lamps should be lighted, the 
type and energy consumption thereof, 
the extent to which underground or 
overhead distribution lines should be 
used, the requirements as to replace- 
ments, the extent to which this work 
should be done by the company or by 
the city, and a number of other factors. 

At this hearing an opportunity was 
given to the parties in interest to sub- 
mit testimony, but no witnesses were 
called and the case was adjourned 
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yithout date to give the staff of the 
(ommission an opportunity to make 
m investigation and the city and the 
ompany to reach an agreement. 

Upon May 5th, a hearing was held 
iter due notice and the chairman 
tated that he had been advised that no 
wreement could be reached and that 
he matter would need to be decided 
tythe Commission. It was again stat- 
d that while the Commission had 
fund the amount of reduction that 
gemed reasonable for all street light- 
ing, it was obviously impossible to ap- 
jy a percentage to all municipalities 
qually, that as the city of Long Beach 
tad presented no statement regarding 
wch fundamental characteristics as 
he number and character of lamps to 
e used, the hours supplied, renewals, 
tt, the Commission would assume 
that the system was to remain as it is 


and that conditions of operation would 
te substantially those in vogue in re- 


nt years. It was also stated that as 
data were now available for the year 
1938, the staff of the Commission 
would consider data applicable to that 
riod. The parties were notified 
that the next hearing would be on the 
Ith of May and that the Commission 
would then be prepared to receive what- 
wer testimony the company or the 
tity of Long Beach desired to submit. 

Upon the adjourned date, the city 
ind the company again stated that 
they had no testimony to present. As 
the Commission staff was not ready to 
present the results of their studies, an 
adjournment was taken to May 3lst, 
at which time Mr. Orton, director of 
tsearch and valuation for the Com- 
mission, testified explaining at length 
what had been done and the tables 
which had been prepared. The com- 


pany requested an adjournment to af- 
ford counsel an opportunity of exam- 
ining the tabulations. 

From questions asked the witness, 
it appeared that the character of the 
street lighting load as compared with 
that of other consumers had been giv- 
en no special effect. The street light- 
ing load is peculiar in that it goes on 
and off as a unit at a definite time 
known precisely in advance. The 
amount of the load throughout this 
period does not fluctuate except in a 
negligible amount, the load usually 
being represented on charts by a rec- 
tangular area, whereas the consump- 
tion of other customers is fluctuating 
and changeable and affected continu- 
ally by conditions which are not known 
in advance. 

At the next hearing, General Blakes- 
lee, counsel for the company, cross- 
examined Mr. Orton; and Mr. Mc- 
Coy, representing the city of Long 
Beach, went into the testimony much 
more extensively. 

One of the peculiarities of the 
Queens Borough System is that the 
production demand of that company 
is considerably more in the summer 
than in the winter. In 1938, the sum- 
mer peak was 25,700 kilowatts, and 
the winter 21,000 kilowatts. The to- 
tal generating capacity of the company 
was 35,600 kilowatts. These figures 
show that the excess capacity over the 
summer load was about 40 per cent. 
The exhibit prepared by the bureau of 
research and valuation assumed that a 
pro rata share of this excess was at- 
tributable to the street lighting load, 
notwithstanding the difference in 
character of the general load from the 
street lighting load. 

It also appeared that according to 
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the allocations used, the average cost 
per kilowatt hour used for lighting the 
streets of the city of Long Beach was 
about 14 cents including operating ex- 
penses, depreciation, taxes, and a 6 
per cent return, and that the company 
was selling current to the Long Island 
Lighting Company at 9 mills per kilo- 
watt hour and to the Long Island 
Railroad at about one cent. 

In respect to load factor, the differ- 
ence between a street lighting system 
and the Long Island Railroad is very 
marked. The latter was about 20 per 
cent. The exact figure for the street 
lighting system is not given in the rec- 
ord but it was said to be “away above 
that.” 

It was suggested, on the other hand, 
that the street lighting load is on the 
peak of the system and the Long Is- 
land Railroad load was off-peak. 
These statements were modified later. 
The Long Island Railroad load is on 
the winter peak and so is the street 
lighting load, but in the summer time, 
the railroad load is off-peak; but the 
difference between the summer and 
winter peaks for the entire company is 
greater than for the street lighting 
load. 

Mr. Orton was asked whether he 
had computed the cost of street light- 
ing in Long Beach according to the in- 
crement method and he said he had 
not. Exhibit 194 Id. was merely an 
allocation of costs based upon certain 
assumptions, the fundamental assump- 
tion generally being the relationship 
of use, but without sufficient weight 
to certain fundamental differences 
which really affect costs. 

Upon July 17th, further testimony 
was presented by Mr. Mackler, of the 
Commission’s staff, who explained 


32 PUR(NS) 


the source and method of derivation 
of many figures used in Mr. Orton’s 
exhibit and Mr. Orton again testified 
presenting two exhibits—195 and 
196. Exhibit 195 Id. was to take thef 
place of Exhibit 194 Id. Exhibit 196) 
Id. purported to represent the cost of | 
street lighting in the city of Longl 
Beach upon the basis of 1938 opera- 
tions, the costs of such street lighting 
being computed upon the incrementi 
cost basis. Mr. Orton explained fully! 
the revised methods used and the dif-/ 
ferences between Exhibit 194 and Ex-/ 
hibit 195. ‘ 


It is unnecessary to discuss the vari-| 
ous differences. Mr. Orton definitely # 
testified that he desired to substitute!) 
Exhibit 195 for Exhibit 194 and that 
in his opinion the new exhibit more! 
accurately represented the cost off 
street lighting in the city of Long) 
Beach based upon the company figures} 
for 1938 than did Exhibit 194 Id. Ff 


cost basis which Mr. Orton defined as? 
follows: i 

“By the increment costs basis 1) 
mean the additional costs incurred by} 
adding a particular unit of business) 
to a property already set up to serve} 
other business. 3 


“In preparing this study I have ap-)) 
plied this basis upon what I consider a i 
long-term rather than a short-termy 
viewpoint. That is, I have consideredy 
what the cost is going to be on the av-§ 


_erage over the growth of the plant for 


a considerable period of time ratherf 
than merely what it would cost to take 
in a small amount of additional busi- 
ness and serve it for a short period. 

“T have done that in view of the 
nature of the street lighting business 


74+ 





RE QUEENS BOROUGH GAS & ELECTRIC CO. 


which is a continuing and permanent 
business. If you are figuring incre- 
ment cost for a temporary business or 
something which could be dropped any 
time the company decided they did 
not want to serve it, why, the result 
would be quite different. 

“Following this long-term view- 
point I have attempted to charge the 
street lighting business with any spare 
plant used up even though the plant 
was already there, is there, and could 
take additional business without any 
immediate increase in the amount of 
spare plant. This applies particularly 
to land and to some extent to struc- 
tures at the generating station and also 
at the substation. 

“On the other hand, where there 
were cases where the amount of a par- 
ticular type of property doesn’t change 
with an increase in the business over 
a very considerable, or, within very 


wide limits, why, I have not changed 
it. 
“T might illustrate the difference in 


treatment: If you are considering a 
case where the addition of additional 
business would cause a lateral increase 
in a building, I consider that it should 
be charged with part of the land, even 
though the original building still had 
sufficient land to cover the increase. 
On the other hand, if it were taken 
care of by additional stories I wouldn’t 
consider that it should be charged 
with a portion of the land cost because 
taking care of the additional business 
by adding additional stories makes no 
difference in the land. The same land 
furnishes both. That is just an illus- 
tration. There is no such case exact- 
ly in this instance.” 

Foliowing this testimony, Mr. Or- 
ton proceeded to explain in detail how 


the exhibit was prepared and how each 
figure therein was obtained. 

The company requested an adjourn- 
ment for the purpose of examining 
the new exhibits, and at a later hear- 
ing General Blakeslee for the company 
probed very deeply into the figures and 
into the increment cost method in gen- 
eral. He even asked Mr. Orton to 
express an opinion as to the weight to 
be given to each of the methods he 
used, although this was really a ques- 
tion to be determined by the Commis- 
sion and not by a witness. 

After Mr. Orton had been thor- 
oughly examined by counsel for the 
company, Mr. McCoy conducted a 
brief cross-examination. At the close 
of this testimony, the company was 
again asked if it had any testimony to 
present. As counsel replied in the 
negative, the hearing was closed. 
Thus, the case was left without any 
testimony on behalf of the company 
or the city of Long Beach to rebut or 
refute the exhibits and testimony pre- 
sented by Mr. Orton. In view of such 
lack of conflict as to the basic facts 
and allocations made by the bureau of 
research and valuation, it is unneces- 
sary to consider in detail the various 
figures in the two exhibits, the meth- 
ods of allocating various items of 
cost, and the dependability of the con- 
clusions reached. 

The two exhibits represent the ex- 
tremes. The increment cost analysis 
indicates that upon the basis of reve- 
nues received from street lighting in 
the city of Long Beach during the 
year 1938, the company obtained $5,- 
767 more than the cost of the service. 
Exhibit 195, which represents a com- 
putation upon the basis of relative use 
without, in my opinion, adequate con- 
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sideration of certain factors already 
mentioned herein, shows a deficiency 
below a fair return of $1,543. The 
total difference between the two meth- 
ods is $7,310. If we were to adopt 
the increment cost method, the rates 
charged the city of Long Beach for 
street lighting during the year 1938 
should be reduced approximately $5,- 
800 without consideration to the effect 
upon taxes which such a reduction 
would make. Upon the basis used in 
Exhibit 195, the street lighting rates 
of 1938 should be increased by about 
$1,600, or upon the average about 3 
per cent. 

In view of all of the facts, I con- 
clude that neither method or exhibit 
should be followed in every respect. 
Generally, the increment cost method 
fixes a minimum limit for rates. If 
a certain class of business does not 
yield sufficient revenue to cover the 
cost of the service rendered, assuming 
that such service is merely to bear the 
costs which such service imposes and 
that all other services are to bear all 
of the cost of providing a plant and 
its other operations, such service 
should not generally be rendered, as 
it imposes a financial burden upon the 
stockholders or upon other consum- 
ers. There may be instances where 
the increment cost method would prac- 
tically determine the rate that should 


be charged, but I do not believe that § 
in determining street lighting rates it | 
should be followed or be allowed gen- 

erally to be the dominant factor. Cer- 

tainly, in this case, much less weight § 
should be given to the increment cost 9 
method than to the results shown in | 
Exhibit 195. : 


There is one special factor to be | 
considered in this case. The company 
and the city of Long Beach have had f 
considerable litigation and the city has | 
not paid its bills for street lighting 7 
with reasonable promptness. It is not 9 
our function to apportion the respon- 
sibility for this condition. Suffice it 7 
to say that the city is not entirely [ 
blameless. There should be some rec- 9 
ognition of the deferment of payment 
and my conclusion is that an order re- F 
quiring the reduction of the 1938 rates | 
for street lighting in the city of Long J 
Beach would not be justified. 

The record does not furnish a basis 7 
for determining whether the rates 7 
have a reasonable relation each to the | 
others; but neither the company nor fF 
the city has presented any testimony | 
which would permit the Commission 
to make any findings upon this point. 7 

I recommend, therefore, that an or- 7 
der be entered discontinuing the pro- 7 
ceeding as to street lighting rates in J 
the city of Long Beach. 


Commissioner Brewster not present. [7 
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TENNESSEE RAILROAD AND PUBLIC UTILITIES COMMISSION 


Re Southern Continental Telephone 
Company 


[Docket No. 2363.] 


Security issues, § 5.1 — Outstanding bonds — Increase in premium call rate. 


1. A modification of outstanding bonds and the accompanying mortgage 
indenture, so as to render such bonds a more attractive investment or a 
more valuable asset by increasing the premium call rate, should be sup- 
ported by adequate considerations, p. 78. 


Intercorporate relations, § 13 — Contracts between affiliates — Scrutiny by 
Commission. 

2. The Commission must closely scrutinize all contracts between an op- 
erating utility and its holding company to ensure that ample consideration 
in the way of benefits to be derived should be made available to the operat- 
ing company to set off against any additional burdens which may be as- 
sumed by that party, p. 79. 

Security issues, § 5.1 — Outstanding bonds — Increase in premium call rate. 


3. Authority should not be granted to increase the premium call rate on 
outstanding bonds in the hands of a parent company in order to increase 
marketability of the bonds, unless adequate benefits are accorded to the 
operating company as a consideration for the change in the bond contract, 
p. 80. 
Security issues, § 5.1 — Outstanding bonds — Increase in premium call rate — 
Benefit from change. 


4. Receipt by an operating company of the profits by a parent company 
from the sale of bonds previously sold to the parent company as a result 
of an increase in the premium call rate constitutes an ample consideration 
to the operating company for the additional burdens and liabilities which 
it assumed in consenting that the premium call price be increased, p. 80. 


[December 19, 1939.] 


oe for authority to amend outstanding mortgage bonds 
and the indenture of mortgage securing such bonds by in- 
creasing the premium call rate; granted subject to conditions. 


¥ 


By the Commission: This matter Commission to amendment of peti- 
came on to be heard on the 15th day _tioner’s outstanding first mortgage 44 
of December, 1939, upon the petition per cent 25-year sinking-fund bonds, 
of the Southern Continental Telephone serial A, and the indenture securing 
Company, heretofore filed with the said bonds. 

Commission, asking approval of the The petitioner presented a number 
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of witnesses who testified in support 
of said petition. Testimony was also 
presented on behalf of the Continental 
Telephone Company, holder of said 
bond issue. The hearing was contin- 
ued and on December 19th additional 
evidence was introduced before the 
Commission. 


It appears to the Commission that 
upon petition of the Southern Conti- 
nental Telephone Company, in an or- 
der in Docket No. 1988, issued on 
June 23, 1936, the Commission ap- 
proved a bond issue in the amount of 
$1,300,000 of first mortgage 44 per 
cent 25-year sinking-fund bonds to 
mature July 1, 1961, series A, which 
said bonds have been issued in tempo- 
rary form and of which $1,287,000 
are now outstanding and unpaid; and 
that the premium call rate in the in- 
denture securing said bond issue was 
4 per cent if the bonds were redeemed 
before July 1, 1941; 3 per cent if re- 
deemed between July 1, 1941, and 
July 1, 1946; 2 per cent if redeemed 
between July 1, 1946, and July 1, 
1951; 1 per cent if redeemed between 
July 1, 1951, and July 1, 1956; and 
that there was no premium call on any 
amount of bonds redeemed after July 
1, 1956, and until maturity. 

The present petition seeks to change 
the conditions of the indenture afore- 
said so as to provide that the premium 
call rate shall be changed and raised 
from that set out above to provide as 
follows: 

(1) If redeemed at the option of 
the Southern Continental Telephone 
Company before July 1, 1941, to 10 
per cent; if redeemed between July 1, 
1941, and July 1, 1946, to 9 per cent; 
if redeemed between July 1, 1946, and 
July 1, 1951, to 7 per cent ; if redeemed 
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between July 1, 1951, and July 1, 
1956, to 5 per cent; if redeemed be- | 
tween July 1, 1956, and July 1, 1957, 
to 4 per cent ; if redeemed between July 
1, 1957, and July 1, 1958, te 3 per 
cent; if redeemed between July 1, 
1958, and July 1, 1959, to 2 per cent: § 
if redeemed between July 1, 1959, and § 
July 1, 1960, to 1 per cent; and if re- 
deemed after July 1, 1960, and before | 
maturity to one-half of 1 per cent. = 
(2) If the redemption is through i 
the sinking-fund plan, as set up in the 7 
indenture, the premium call rates orig- [ 
inally approved in the indenture and [ 
as set out above shall be changed to 6} | 
per cent if the redemption is before 
July 1, 1941; 6 per cent if redemption 7 
is between July 1, 1941, and July 1, 
1946; 5 per cent if redemption is be- | 
tween July 1, 1946, and July 1, 1951; | 
4 per cent if redemption is between 
July 1, 1951, and July 1, 1956; 2 per 
cent if redemption is between July 1, 7 
1956, and July 1, 1959; 1 per cent if 
redemption is between July 1, 1959, 7 
and July 1, 1960; and one-half of 1 § 
per cent if redemption is after July 1, J 
1960, and before maturity. : 
[1] It is the insistence of petition- 7 
er company that several benefits will 7 
inure to it if the premium call rate is 7 
increased in the manner prayed for in [7 
the petition. When closely analyzed, § 
however, these benefits inure not so d 
much to the petitioner as to the hold- | 
ing company and only secondarily will | 
inure to the benefit of petitioner, such 
secondary benefits being stated by one | 
of the witnesses as follows, to wit: | 
that it is always of benefit to the op- 
erating company to have the holding 
company in a strong financial position. 
It is quite true that such a remote and 
intangible factor might have weight 
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with the operating company, but on 
the other hand the petitioner is con- 
senting to a change of a tangible na- 
ture. It further appears in the record 
that the Continental Telephone Com- 
pany, which owns all of the bonds in 
question, and likewise owns 100 per 
cent of the capital stock of petitioner, 
as a part of the general program for 
simplifying the corporate structure of 
operating and holding utilities in the 
United States, is to be eliminated as 
an intermediate holding company. A 
bond indenture and outstanding bonds 
thereunder constitute an existing con- 
tractual obligation between the issuer 
of those bonds on the one part, and 
the present holder of the bonds for 
value on the other part. A modifica- 


tion of the contract which renders 
such bonds a more attractive invest- 
ment or a more valuable asset on the 
one part, should be supported by ade- 


quate consideration. 

[2] It is unfortunate that the 
close relationship existing between an 
operating utility and its holding com- 
pany makes arm’s length dealings be- 
tween these two parties to a contract 
well-nigh impossible. It is according- 
ly incumbent upon the Railroad and 
Public Utilities Commission, which 
guards the interests of the users of 
utility services in the state, to closely 
scrutinize all such contracts, to assure 
that ample consideration in the way of 
benefits to be derived should be made 
available to the operating company 
within the state to set off against any 
additional burdens which may be as- 
sumed by that party. 

It is the insistence of petitioner that 
aside from any benefits to be derived 
from the changes proposed in the in- 
denture and bonds, it will be in no 


worse position than it now is as a re- 
sult of the changes. It appears that 
insurance companies at the present 
time are seeking long-term invest- 
ments. The bond market throughout 
the entire country is going through a 
period at which interest rates are un- 
usually low, and numerous utility bond 
issues, formerly financed on a high in- 
terest rate, are now being called for 
refinancing upon very much more fav- 
orable rates. Such insurance compa- 
nies as are desirous of obtaining long- 
term investments desire to have an as- 
surance that the bonds they purchase 
will not in all probability be called for 
refinancing. The petitioner emphati- 
cally insists that it is very improbable, 
if not impossible, even upon the pres- 
ent low-interest bond market, for it 
to favorably refinance. 

The Commission is struck by the 
fact, however, that the petitioner has 
been unable to satisfy those responsi- 
ble for the investment of the funds of 
those insurance companies which are 
interested in this particular issue of 
bonds, that the circumstances sur- 
rounding the petitioner company are 
such that petitioner could not benefi- 
cially refinance its obligations under 
such terms as would render it advisable 
to call them. If the insurance com- 
panies could not be convinced, the 
Commission should not too hastily be 
convinced either. The insurance com- 
panies evidently believe that the call 
price of these particular bonds is a 
very material consideration and affects 
the value of same to any person who 
is desiring to obtain a long-term in- 
vestment. On the other hand, the 
Commission knows that the public and 
users of the telephone services fur- 
nished by the petitioner are affected by 
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any change in interest rates which 
might enable the company to operate 
more economically. If the call rate is 
material to the insurance companies, 
it is equally material to the interests 
of the public, which is at all times en- 
titled to know that utility services are 
being supplied and that utility financ- 
ing is being furnished at the lowest 
possible cost. 

[3] Raising the premium call rate 
is accordingly placing an additional 
burden upon the company, which may 
affect the interests of subscribers ad- 
versely. The Commission is accord- 
ingly of the opinion that such an in- 
crease in the rate of call should not be 
authorized by the Commission unless 
adequate benefits are accorded to the 
petitioner as a consideration for this 
change in the bond contract. 


[4] Itis further apparent that the 
action which petitioner has taken in 
modifying the contract on its bonds, 
at a date several years after they were 
issued and sold, most assuredly has the 
effect of increasing the value of these 
bonds in the hands of the present hold- 
er. It is immaterial that the present 
holder happens to be the holding com- 
pany. The holding company purchased 
these bonds at a cost which was ap- 
proved by the Railroad and Public 
Utilities Commission. This price was 
$960 for each $1,000 bond. It now 
appears that if the terms of the con- 
tract are modified as prayed for by pe- 
titioner, the present holder of the 
bonds will be enabled to sell them for 
approximately $1,057.50 for each bond 
of a par value of $1,000 of said bond 
issue. This represents an increase in 
the value of the bonds amounting to 
$97.50 per bond. What part of this 
increase in the value of these bonds 
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is attributable to the change in the 
premium call price no witness has tes- 
tified, and the Commission is unable 
to determine with exactness. In spite 
of this, the Commission is satisfied 
that the value of these bonds will be 
enhanced by the changes contemplated 
and agreed to by the petitioners and 
the holders of the bonds. There has | 
naturally been some expense incurred 
by the Continental Telephone Com- § 
pany in disposing of these bonds, but | 
the Commission has been assured that 
this expense does not exceed 24 per | 
cent, or in other words $25 per bond 
of $1,000 face value. ; 

On the original hearing, the presi- | 
dent of petitioner company was asked | 
by Commissioner Jourolmon whether 
the holding company would be willing | 
to pry into the treasury of the petition- | 
er the profits from the present sale of 
the bonds, thus giving the petitioner | 


company the advantage of the in- | 
creased value of these bonds brought / 
about by the very changes in the con- 
tract which are agreed to by the peti- 


tioner. On the hearing the president | 
of petitioner did not believe that the 7 
holding company would consent to | 
this, but thereafter the matter was dis- 
cussed with the executives of the Con- 
tinental Telephone Company which 
agreed to the suggested arrangement, 
and it was thereupon stipulated in the 
record that, after expenses involved 
in acquiring and disposing of the 
bonds, not to exceed $25 per $1,000 
face value bond, have been defrayed, 
the excess of the sales price over the 
amount for which the bonds were 
originally purchased, to wit: $960 
per $1,000 face value bond, will be 
paid into the treasury of the Southern 
Continental Telephone Company. 
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where this fund might then be applied 
to rehabilitation and extensions of the 
latter company’s lines, an improve- 
ment which is badly needed. Upon 
the $1,287,000 of bonds which remain 
outstanding at the present time, such 
an arrangement will result in the pay- 
ment to the treasury of the petitioner 
company of approximately $93,300 
at least. The Commission is of the 
M@ opinion that this constitutes ample 
consideration to petitioner company 
for the additional burdens and liabili- 
ties which it assumes in consenting 
@ that the premium call price be increased 
in the manner recited in the petition 
and set out herein. 

It is hereby ordered by the Commis- 
sion that approval and authority of 
the Commission be and they hereby 
are granted to the petitioner, South- 
ern Continental Telephone Company, 
to amend its indenture of mortgage 
@ dated July 1, 1936, and the petition- 
4 «rs first mortgage 44 per cent 25-year 
W sinking-fund bonds, series A, issued 
7 under said indenture, to the extent of 
| changing the premium to be paid up- 
4 on redemption of any of such bonds 


so that such bonds of series A shall 


henceforth be redeemable in whole or 
in part at any time prior to maturity, 
at the option of the petitioner or 
through the operation of the sinking 
fund provided in the indenture, upon 
at least sixty days’ prior notice given 
as provided in Art. 8 of the indenture 
and upon payment of the principal 
amount of the bond or bonds to be re- 
deemed, interest accrued thereon to 
the date of such redemption and, if 
™ such redemption is at the option of the 
q company, a premium equal to 10 per 
cent of such principal amount if such 
tedemption be effected on or before 
(6) 


July 1, 1941, 9 per cent of such prin- 
cipal amount if such redemption be ef- 
fected after July 1, 1941, and on or 
before July 1, 1946, 7 per cent of such 
principal amount if such redemption 
be effected after July 1, 1946, and on 
or before July 1, 1951, 5 per cent of 
such principal amount if such redemp- 
tion be effected after July 1, 1951, 
and on or before July 1, 1956, 4 per 
cent of such principal amount if such 
redemption be effected after July 1, 
1956, and on or before July 1, 1957, 
3 per cent of such principal amount if 
such redemption be effected after July 
1, 1957, and on or before July 1, 1958, 
2 per cent of such principal amount if 
such redemption be effected after July 
1, 1958, and on or before July 1, 1959, 
1 per cent of such principal amount if 
such redemption be effected after July 
1, 1959, and on or before July 1, 1960, 
and one-half of 1 per cent of such 
principal amount if such redemption 
be effected after July 1, 1960, and pri- 
or to maturity, and, if such redemp- 
tion is through the operation of the 
sinking fund, a premium equal to 64 
per cent of such principal amount if 
such redemption be effected on or be- 
fore July 1, 1941, 6 per cent of such 
principal amount if such redemption 
be effected after July 1, 1941, and on 
or before July 1, 1946, 5 per cent of 
such principal amount if such redemp- 
tion be effected after July 1, 1946, and 
on or before July 1, 1951, 4 per cent 
of such principal amount if such re- 
demption be effected after July 1, 
1951, and on or before July 1, 1956, 
2 per cent of such principal amount if 
such redemption be effected after July 
1, 1956, and on or before July 1, 1959, 
1 per cent of such principal amount if 
such redemption be effected after July 
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1, 1959, and on or before July 1, 1960, 
and one-half of 1 per cent of such 
principal amount if such redemption 
be effected after July 1, 1959, and on 
or before July 1, 1960, and one-half 
of 1 per cent of such principal amount 
if such redemption be effected after 
July 1, 1960, and prior to maturity. 
Provided, however, that upon the 
sale of said bonds by the Continental 
Telephone Company, the present own- 
er and holder thereof, any amount re- 
ceived from the sale thereof by said 
holder in excess of $985 for each 
$1,000 principal amount of said issue 
of bonds shall be paid over to the 
Southern Continental Telephone Com- 
pany for cash-working capital and the 
changes in the original indenture here- 


by approved are granted on this condi- 
tion. 

It is further ordered, that within 
sixty days following the transfer and 
sale of said bonds the Southern Con- 


tinental Telephone Company shall file} 


with the Commission a complete re- 
port of said sale thereof, setting forth 
the actual amount of expenses connect- 
ed therewith and the sale price of said 


issue, together with the name of the! 
purchaser ; and that said statement be} 
under oath, sworn to by an officer of 
the Southern Continental Telephone} 


Company. 


It is further ordered, that the Com-| 
mission retain jurisdiction in this) 
cause and issue such further and fu-) 


ture orders as it may deem necessary/ 


from time to time. 


Q 





OHIO COURT OF APPEALS, STARK COUNTY. 


Correll 


Vv 


Ohio Bell Telephone Company 


(— Ohio App —, — NE(2d) —.) 


Contracts, § 15 — Regulatory restrictions. : 
1. Public utilities are by law regulated strictly in their operation, their rights § 
or duties incurred by virtue of contractual relationships being subject to} 
statutory regulation; ordinary contractual relationships do not apply, and 
an action will not lie for an alleged breach of contract where such matter is 
governed and controlled by law, p. 83. : 


Contracts, § 15 — Statutory resirictions — Regulation. 
2. One dealing with a public utility whose functions are prescribed by law 
must deal with it with a knowledge of the law in force governing it and 
the possibility of its contracting with him, p. 83. 
Service, § 434 — Telephone — Directory listing — Breach of contract — Filed 
tariff. 
3. Compliance with the state laws and the filing with the Commission of aff 
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tariff containing a limit upon the liability of a telephone company on ac- 
count of errors in, or omissions from, directories, constitutes a defense to a 
claim for damages for breach of contract on the ground that the telephone 
company failed to list a subscriber’s name in alphabetical section of the tele- 


phone directory as agreed, p. 83. 


[October 10, 1939.] 


Aprest from judgment overruling demurrer to defense in suit 

to recover damages for breach of contract because of omis- 

sion of name from alphabetical section of telephone directory; 
affirmed. 


MONTGOMERY, J.: 

[1-3] By his petition filed in the 
court of common pleas the appellant 
sought to recover damages for a 
breach of a contract. He averred that 
an agreement had been entered into 
between the defendant and the law 
firm of Hart, McHenry & Jones, 
wherein it was provided, as an incident 
thereto, that the name, office address, 
and office telephone number of the 
plaintiff should be listed in the regular 
white section of the telephone directory 
to be issued by the defendant. The pe- 
tition averred the publication and cir- 
culation of this telephone directory, 
but that from said issue the name, 
office address, and the telephone num- 
ber of this plaintiff had been negligent- 
ly omitted. The ciaim was that by 
reason of the aforesaid neglect the 
plaintiff had suffered great loss of 
business and had been damaged to the 
extent of $10,000. 

To this petition an answer was filed. 
The first defense denied the making 
of the contract pleaded, and denied 
that the plaintiff had suffered any loss. 
As a second defense the answer plead- 
ed compliance with the laws of Ohio 
and the filing with the Public Utilities 
Commission of Ohio a general ex- 
change tariff which it was averred was 


on file at and prior to the time men- 
tioned in plaintiff’s petition, and 
averred that the parties were, and are, 
governed by the terms thereof. The 
answer specifically pleads § 6, par. M, 
of this tariff or schedule, which is in 
the following language: 

“The telephone company, except as 
provided herein, shall not be liable for 
damage claimed on account of errors 
in or omissions from its directories 
nor for the result of the publications 
of such errors in the directory nor 
will the telephone company be a party 
to controversies arising between sub- 
scribers or others as a result of list- 
ings published in its directories. 
Claims for damages on account of in- 
terruptions to service due to errors or 
omissions in directory listings will be 
limited to a pro rata abatement of the 
charge for such of the subscriber’s 
service as is affected, the maximum 
abatement not to exceed one-half the 
service charges for the period from 
the date of issuance of the directory in 
which the mistake occurred to the date 
of issuance of a new directory con- 
taining the proper listing.” 

A demurrer to this second defense 
was overruled and, the plaintiff not de- 
siring to plead further, final judgment 
was rendered against him, and from 
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this judgment an appeal was perfected 
to this court. 

It will be seen, therefore, that the 
plaintiff bases his claim for damages 
upon a breach of contract and defend- 
ant seeks to avoid liability therefor by 
virtue of a compliance with the laws of 
Ohio limiting liability. 

A public utility is by law regulated 
strictly in its operation. Rights and 
privileges which it might seek under 
ordinary contractual relationships are 
curtailed by provisions of the statutes. 
Its liabilities are likewise regulated 
and limited by statute. The theory is 
this that, rendering a service affecting 
the public, the state shall regulate and 
control it in order to prevent injustice, 
and, further, in consideration of such 
regulation and control, its liability is 
and should be defined and limited. In 
a sense it is a matter of contract, on the 
one hand by the utility, and on the 
other by the state representing all its 
citizens. 

Under § 614-2, General Code, a 
telephone company is designated as a 
common carrier, hence, a public utility. 
Section 614-16 of the General Code, 
requires every public utility to print and 
file with the Public Utilities Commis- 
sion schedules showing all rates and 
charges, and all rules and regulations 
affecting the same. Section 614-18 
prohibits any public utility from ex- 
tending any rule or regulation, except 
as specified in the schedule so filed. 

This answer avers the compliance 
by the Ohio Bell Telephone Company 
with these statutory requirements, and 
avers the specific provision heretofore 
quoted, which limits liability for dam- 
age in cases such as the one now before 
us for consideration. 

As heretofore indicated, it is our 
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view that the ordinary contractual re- 
lations do not apply and that an action 
will not lie for damages for an alleged 
breach of a contract when such mat- 
ter is governed and controlled by law, 
It is true that the plaintiff may have 
had no knowledge of the existence of 
this schedule, but certainly one dealing 
with a public utility, whose functions 
are prescribed by law, must deal with 


it with a knowledge of the law in force § 
governing it and the possibility of its § 


contracting with him. 


The law in| 


force governing or affecting such pub- 7 
lic utilities, therefore, becomes a part a 
of the contract, or rather the rights [ 
and liabilities under the contract must 7 
be determined with reference to the J 


law in effect. 


Counsel for appellee with propriety : 
rely upon the case of Western U. 


Teleg. Co. v. Esteve Bros. & Co 


(1921) 256 US 566, 65 L ed 10%, § 
41 S Ct 584 [Bulletin No. 1220]. § 


That case is directly in point. There 


the record shows the Western Union | 


Telegraph Company had filed a sched- 
ule with the Interstate Commerce 
Commission, and its schedule con- 
tained a limit upon its liability similar 
to the limit placed in the schedule now 
before us. In the one case it was a 
utility governed by the Interstate 
Commerce Act, and in the other a 
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local utility subject to the Public Util: § 
ities Commission of Ohio. The prin- F 


ciple involved in the two cases is 
identical. 
Brandeis in the course of his opinion 
appearing upon pages 571 and 572: 
But the rate, long before 
established, then formally adopted and 
filed, was thereafter the only lawful 
rate for an unrepeated message, and 
the limitation of liability became the 


As stated by Mr. Justice ‘ 
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lawful condition upon which it was 
sent. vere 
“The company could no more de- 
part from it than it could depart from 
the amount charged for the service 
rendered. ‘ 

“Uniformity demanded that the 
rate represent the whole duty and the 
whole liability of the company. It 
could not be varied by agreement; still 
less could it be varied by lack of agree- 
ment. The rate became, not as before 


a matter of contract by which a legal 
liability could be modified, but as a 
matter of law by which a uniform lia- 
bility was imposed. Assent to the 
terms of the rate was rendered imma- 
terial, because when the rate is used, 
dissent is without effect.” 


The judgment of the court of com- 
mon pleas is affirmed. 


Sherick, P. J., and Lemert, J., con- 
cur. 
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ALABAMA PUBLIC SERVICE COMMISSION 


Mrs. Ed. Allen et al. Citizens of Tuscaloosa 


Vv. 


Alabama Power Company 


[Docket No. 7247.] 


Rates, § 352 — Electric — Residential service. 


1. The word “residence” or “individual family apartment” as used in the 
availability clause of the residential service rate schedule, stating that electric 
service is available for service to residences and individual family apart- 
ments within urban areas, does not include rented rooms in buildings sep- 
arate from the main residence under the supervision and control of the 
resident consumer, even though such buildings are situated on the same 
premises, p. 90. 


Rates, § 352 — Electric — Commercial service. 


2. Rented rooms in a building separate from the main residence, serviced 
under the supervision and control of the resident consumer, could come 
within the scope of the word “premises” as used in the availability clause 
of the rate schedule for commercial or general electric service so as to be 
served thereunder, p. 90. 


Rates, § 313 — Combined billing — Electric — Residential service. 

3. Electric service to a main residence and to rented rooms in buildings 
separate from the main residence, serviced under the supervision and con- 
trol of the resident consumer, and located on single premises, cannot be 
combined so as to be received under a residential rate schedule which states 
that “service to more than one residence or apartment shall not be combined,” 
p. 90 
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Rates, § 352 — Electric — Residential service — Commercial service. 


4. Consumers who have rented rooms and buildings separate from the main 
residence, serviced under the supervision and control of the resident con- 
sumer, may receive electric service under the residential rate schedule if 
they separate the wiring of such building, whereas those who refuse to 
separate the wiring must receive such service under the commercial rate, p, 


(Harrison, Commissioner, dissents.) 
[October 14, 1939.] 


Pigmaene against alleged unreasonable rates for electric 
service; service plan outlined in accordance with opinion. 


APPEARANCES: Gordon Davis, At- 
torney, Tuscaloosa, for the complain- 
ants; W. M. Stanley, Vice President, 
Alabama Power Company; H. A. Mc- 
Whorter, of Martin, Turner & Mc- 
Whorter, Birmingham, for the de- 
fendant. 


By the Commission: The petition 
in the above-entitled case was filed by 
Mrs. Ed. Allen and twelve other citi- 
zens of the city of Tuscaloosa, Ala- 
bama, against the Alabama Power 
Company on the 20th day of March, 
1939, and, after due notice to proper 
parties, was set down for hearing at 
9 o'clock A.M. on the 21st day of April, 
1939, at the courthouse in Tuscaloosa, 
at which time and place hearing was 
had. There appeared, among others, 
on behalf of the complainants, Hon. 
Gordon Davis, attorney, and on behalf 
of the Alabama Power Company its 
attorney, H. A. McWhorter, and cer- 
tain officials and employees of said 
company. 

The petition alleges that the Ala- 
bama Power Company had charged or 
was attempting to charge certain con- 
sumers among whom were complain- 
ants, without the consent and over the 
objection of said consumers, what is 
known as the commercial or general 
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service rate under circumstances and | 
conditions where the domestic or resi- | 
dential rates for electric energy had} 
been previously charged. : 

The petition further alleges that due | 
to the inability of the officials of the | 
University of Alabama to provide | 
rooming facilities for its rapidly grow- § 
ing student population, there had j 
grown up the practice on the part of | 
certain citizens living in the territory 7 
adjacent to or in the vicinity of the | 
university of erecting in the rear of | 
their homes on the same lots on which | 
their homes are located, separate ad- J 
ditional buildings containing rooms 
for “roomers” and generally called § 
“garage apartments.” ; 

In case of one complainant, W. H. | 
Archer, it appears he has two such 
separate apartment buildings on the § 
same lot on which his residence is lo- 7 
cated, another such apartment build- 9 
ing on an adjacent lot and two other | 
separate apartment buildings of this 
type across an alley on another lot. 
Complainant, F. S. Heim, has his resi- 
dence and two of such separate apart- | 
ment buildings on the same lot on 7th 
avenue and seven separate apartments 
of this type on a lot on 10th street. 
Complainant H. Pettus Randall has 
four of such separate apartment build- 
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ings on one lot but does not maintain 
his residence in any of the buildings on 
this lot. All of the other complain- 
ants have one or more of such separate 
apartment buildings for roomers on 
the same lot upon which their resi- 
dences are located. 

The term “garage apartment”’ is not 
properly applicable to these apart- 
ments, because few, if any of them, 
contains a garage as a part thereof. 
In the ordinary use of the term, “gar- 
age apartment,” it means an apart- 
ment of rooms, usually not more than 
one or two, built over a garage. It is 


necessary to call attention to the mis- 
use of this term as applied to ihe apart- 
ment buildings of complainants, be- 
cause it. has been, and is, the practice 
of the defendant, Alabama Power 
Company, to include the usual garage 
apartment along with the residence or 


family apartment building as an ap- 
purtenant building belonging thereto 
in applying the “A-8” rate applicable 
for service for a residence or individ- 
ual family apartment building. 


Rooms in these garage apartments, 
it is further alleged, are rented at a 
monthly rate to students attending the 
University of Alabama, and no effort 
made to rent the rooms in these garage 
apartments to the general public, either 
by day or other period of time. The 
rooms are rented, it is alleged, as a 
rule for eight months of the year, 
while during a period of four months 
the rooms are almost entirely vacant. 

It is alleged by complainants that 
“the same maid service that takes care 
of our homes takes care of the garage 
apartments in the rear of our homes; 
that the only electrical current used in 
them is for lighting purposes,’ and 
that complainants consider ‘These 


apartments as being a part of our 
homes, and feel that the electric cur- 
rent used there should be on the same 
basis as that used in our homes.” 

Complainants further allege that for 
over a period of two years, approxi- 
mately, these garage apartments were 
operated in connection with the respec- 
tive homes of complainants, with the 
electric current passing through a 
single meter attached or connected 
with the home proper, and thence to 
these apartments, without regard to 
number of rooms in garage apart- 
ments served, and that the residential 
rate for such electric energy was 
charged for such service by the Ala- 
bama Power Company with a knowl- 
edge of the then existing circumstan- 
ces and conditions. 

The complainants further allege 
that about ninety days before the filing 
of the petition in this case the “Ala- 
bama Power Company billed your pe- 
titioners current to each of them sepa- 
rately on what is known as a commer- 
cial rating, to which at that time ob- 
jection was made and petitioners con- 
tinue to so object.” 

The petition further alleges in 
“changing your petitioners’ current 
rating from what is known as the resi- 
dential rate to what is known as the 
commercial rate is unfair, unreason- 
able, unjust, unfairly and unjustly dis- 
criminatory against your petitioners.” 

Prior to the taking of evidence in 
the case, counsel for the defendant 
company and for complainants each 
made an opening statement at the hear- 
ing. 

Among other things, counsel for 
defendant stated : 

“As I understand the complaint, 
there is no attack made on the reason- 
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ableness of either of the rates involved, 
but it relates solely to the application 
of the rate, and the claim of discrimi- 
nation in the application, and not any- 
thing that you might say attacks the 
rates themselves.” 

To this statement counsel for com- 
plainants replied as follows: 

“Well, that is not my understanding 
of the petition. Of course, in stating 
that the main contention is discrimi- 
nation, of course, the unreasonable- 
ness of the rates to the parties affect- 
ed is also attacked. I think my peti- 
tion makes that clear.” 

It is the view of the Commission, 
therefore, that the unreasonableness, 
vel non, of the rates to the parties af- 
fected was put in issue in this case. 

Alabama Power Company, defend- 
ant, in answer to the above petition 
says that the defendant’s rates ““A—4” 
and “A-8” for urban residential serv- 
ice, as approved by this Commission 
by its order in its Non-Docket 1030, 
dated March 28, 1936, provides that 
“Service to more than one residence 
or apartment shall not be combined or 
resold or shared with others but shall 
be for the exclusive use of the con- 
sumer.” Defendant avers that the 
bases for such provision are that such 
rates are designed for service deliv- 
ered to single residences and single 
apartments in order that each custom- 
er will pay a pro rata part of other 
than direct costs to provide the serv- 
ice; that if services to two or more 
customers are combined and the bill 
calculated on the basis of a single serv- 
ice to one customer, a part of such 
costs is thereby avoided and must be 
absorbed by other customers of the 
defendant, resulting in discrimina- 
tion against its customers having 
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service for single residences; and that 
supplying electric service through 
wires strung across public streets and 
alleys or from one building to another 
frequently creates additional hazards 
to persons and property resulting in 
increased costs to the defendant of 
supplying such service and thereby im- 
posing an unjust burden on all other 
customers of the defendant. 


Defendant further replied that it 
made periodic checks of customers’ 
premises and use of electric energy 
supplied by it to ascertain whether 
proper rates were applied, that in mak- 
ing such inspection in March, 1938, it 
discovered that the complainants were 
being served in such a manner and un- 
der such conditions as to make Rates 
“A-4” and “A-8,” in its opinion, not 
applicable but that the service should 
have been billed on the General Serv- 
ice Rate “C-—6,” as approved by the 
Alabama Public Service Commission 
in Non-Docket No. 1108, May 12, 
1937; that defendant then advised 
such consumers as the _ inspection 
showed were receiving electric cur- 
rent through a single meter for more 
than one residential building, that it 
would be necessary and that the com- 
pany would require such consumer to 
separate the wiring of the different 
buildings so that each building could 
be served as a separate residence, and 
failing to have the wiring so separat- 
ed the power company would be re- 
quired to render service at defendant’s 
General Service Rate “C-6.” 

The defendant further replied that 
its investigation showed that such con- 
ditions existed at both Auburn and 
University in numerous instances and 
that after notice was issued to con- 
sumers as above stated, a large num- 
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ber of consumers changed or sepa- 
rated the wiring as requested but that 
others did not and all those that did 
change were served on the residential 
rate and those not changing were 
charged the “C-6” rate. 

Defendant further says its residen- 
tial rates “A-4” and “A-8” are not 
applicable to complainants and other 
customers similarly situated, but that 
the only rate of company that is avail- 
able is Rate “C-6,” which company 
charged after notice was given and 
complainants failed to separate wir- 
ing as advised or requested. 

According to the evidence all of the 
complainants had separated their wir- 
ing prior to the hearing except the fol- 
lowing who failed or refused to do so 
and are being billed at the ‘““C-6” rate, 
namely: H. P. Randall; Mrs. E. F. 


Allen; W. H. Archer ; Mrs. H. P. Bail- 
ey and Mrs. Besaw and G. Ackerson. 


There was no evidence as to the rea- 
sonableness of either the ‘““A-4,” “A-— 
8” or “C-6” rates as constructed, the 
evidence being devoted to the applica- 
tion of these rates and the alleged dis- 
crimination caused by such proposed 
application. There was some evidence 
that the Alabama Power Company 
charged the “A-—4” or “A-8” rate to 
residential customers occupying their 
respective homes, with a much larger 
number of rooms and a greater num- 
ber of student roomers than some of 
the complainants had, and it was con- 
tended that should the “C-—6’ rate 
(which is higher than “A-4” and 
“A-8” rate) be charged to complain- 
ants while “A-—4” or ““A-8” rate was 
charged to such other customers, that 
it would be unjust and unfair and dis- 
criminatory to complainants. 

The evidence showed further that 


when billed at the “C-—6” rate, some 
of the consumers had declined to pay 
at that rate for electric energy used. 

The availability clause of Rates 
“A-4” and “A-8,” Urban Residential 
Service, approved by this Commission 
in Non-Docket 1030, March 28, 1936, 
reads as follows: 

“Available, on the basis provided 
herein, for service to residences and 
individual family apartments within 
urban areas, except where another 
service classification has been approved 
by Alabama Public Service Commis- 
sion. Service to more than one resi- 
dence or apartment shall not be com- 
bined nor resold or shared with others 
but shall be for the exclusive use of 
the consumer.” 

The applicability clause of Rate 
“C6,” General Service, approved by 
this Commission in Non-Docket 1108, 
May 12, 1937, reads as follows: 

“Applicable to any consumer for 
commercial or general service other 
than family residential or large indus- 
trial service. Service to one or more 
premises shall not be combined nor re- 
sold or shared with others, but shall 
be for the exclusive use of consumer.” 

The defendant company has three 
general rate classifications, namely: 
residential, commercial, or general 
service and industrial service. There 
is no contention here by anyone that 
complainant’s service falls within the 
industrial service classification, there- 
fore, it remains to determine whether 
the service called for by complainants 
under the conditions and circumstan- 
ces shown by the evidence must be 
classed as residential and if it does not 
fall within the description of residen- 
tial service, then it can only fall with- 
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in the commercial or general service, 
because plainly it is not industrial. 

[1] We have set out above the 
availability clause of rates “A—4” and 
“A-8,” which apply to residential 
service and it is very plain from the 
language set out, that the service en- 
titled to receive the residential rate is 
the service to residences and to indi- 
vidual family apartments. Unless we 
distort the usual and ordinary mean- 
ing of our language, we cannot stretch 
the word “residence” or “individual 
family apartment” to include as a 
group such separate apartment build- 
ings for roomers as complainants have 
erected and maintained under the cir- 
cumstances above set forth. 

{2, 3] The availability clause of 
residential service rate further pro- 
vides that, “service to more than one 
residence or apartment shall not be 
combined.” 

While the availability clause of rate 
“C-6,” for commercial or general 
service, provides that “service to one 
or more premises shall not be com- 
bined” it must be considered that the 
word “premises” in this context is a 
more inclusive term than the word 
“residence” or “individual family 
apartment.” The term “residence” or 
“individual family apartment’? may 
without violence to the language be 
taken as including a building, such as 
a garage, even though it has built as 
a part thereof a limited number of 
rooms as is frequently done, because 
such garage building is commonly ap- 
purtenant to a residence or individual 
family apartment. 

On the other hand, the word “prem- 
ises” as. used in similar context, has 
many times been construed to be a 
more inclusive term and to include the 
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buildings located upon a distinct and 
definite lot or location. 

See 49 Corpus Juris, 1328 and au- 
thority cited. 

In the case of the applicability 
clause of said rate “C—6,” the build- 
ings served would be limited to those 
of the consumer. : 

In other words, without doing vio- F 
lence to the language and the usual ac- | 
ceptation of these terms, all of the sey- 
eral apartment buildings of any one of | 
these complainants situated upon a § 
single premise could be served under | 
rate “C-6.” 

For the reasons we have pointed | 
out, however, combined service to all | 
such apartment buildings on a single | 
premise cannot be combined and re- | 
ceive service under said residential | 
rate. 

[4] An analysis of the evidence in | 
this record shows that if the separate | 


buildings of each complainant are | 
combined and are served through one | 
meter on said rate ‘“C—6,” his billing | 
will be substantially higher than if 
each of such buildings is separately § 
wired and service is rendered through § 
a separate meter for each building on Ff 


the residential rate. Because of this [ 
fact and under all the circumstances of [ 
this case, the Commission is of the | 
opinion that it will be just and reason- | 
able, not only to these complainants, 
but to all other customers similarly § 
situated, to provide that those custom- | 
ers who have separated their wiring | 
of such buildings as well as those who 
have not, and other customers similar- 
ly situated may receive service in ac- 
cordance with the plan hereinafter set 
out. 

Under this plan all such customers 
who have separately wired their build- 
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ings may continue to be served on the 
residential rate, or if they prefer to 
do so, they may combine the service to 
all such buildings including a residence 
on a single premise through one me- 
tr and receive service under rate 
“C-6” as modified herein for service 
to this class of customers, at approxi- 
mately the same cost as in the case of 
such customers who receive service 
under the residential rate after the 
buildings are separately wired. 

It is therefore ordered by the Com- 
mission, that defendant Alabama Pow- 
er Company, serve the complainants 
and others similarly situated in accord- 
ance with the following plan: 


1 


Apartment rooming houses located 
on the same premises with the proprie- 
tor’s residence. 

(a) The family residence and ap- 
purtenant buildings will be served at 
the available residential rate. Appur- 
tenant buildings will include only a 
garage and one building which togeth- 
er shall have not more than two rooms 
that are used or adapted for use as 
living quarters. 

Each separate additional apartment 
building located on the lot with the 
proprietor’s residence which is used 
or adapted for use as living quarters 
will be served at the available residen- 
tial rate, if metered and served sepa- 
rately from all other buildings; ap- 
purtenant buildings as defined in (a) 
next above may be included therewith. 

(b) All such buildings of a cus- 
tomer located on the same premises, 
and not separated by public streets or 
public alleys, may be served as a single 
customer through one meter at the 
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company’s rate “C-6” applicable to 
general service. 

Where the service is provided to 
such customers at rate “C-—6,” the ca- 
pacity requirements shall be determined 
as follows: 

The capacity requirements of the 
family residence and appurtenant 
buildings as defined in 1-(a) above 
shall be counted as 300 watts. 

The capacity requirements of each 
separate additional apartment build- 
ing shall be counted on the basis of 75 
watts per room, excluding bath rooms, 
hallways, and entrances. 


2 


School dormitories and apartment 
rooming houses which are not located 
on the same premises with the proprie- 
tor’s residence. 

Service shall be provided at Rate 
“C-6” and the capacity requirements 
shall be determined as follows: 

(a) The capacity requirements for 
all connected loads other than the 
lighting in the bedrooms, study rooms, 
and bath rooms shall be determined as 
now provided in Rate “C-6.” 

(b) To the capacity requirements 
as determined in 2—(a) above shall be 
added 75 watts of capacity require- 
ments for each bedroom and study 
room ; bath rooms shall be excluded in 
determining such capacity require- 
ments. 

It is further ordered that, the effec- 
tive date of this order shall be the date 
that general service Rate “C-6” was 
first applied to customer’s service, or, 
on the date that the customer separat- 
ed his wiring. 

It is further ordered that, defend- 
ant promptly advise all customers af- 
fected by this order within thirty days 
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of the adjustment in their account for 
electric service and furnish the Com- 
mission with a copy of such notice of 
adjustment. 


Harrison, Commissioner, dissent- 
ing: The petition filed in this case al- 
leges that the petitioners have been dis- 
criminated against in that they are be- 
ing charged the “C-6” rate, or gener- 
al service rate when they were legally 
entitled to be served on the “A-8” 
rate, or residential rate. The sole 
question presented to the Commission 
in this proceeding is which of the rates 
as presently constructed properly ap- 
plies to the electric service rendered 
by defendant to the petitioners at the 
time the petition was filed, and prior 
thereto. There was no evidence at- 
tacking or defending the reasonable- 
ness of either rate. The contents of 
the complaint as filed, with evidence 


in support of same, determine the 
issues in a case, not the alleged state- 


ments of counsel. Whatever faults or 
inequities may be contained in the 
present rate structures they are not at 
issue in this case, they must be re- 
served for another time in a different 
proceeding when the utility, as well as 
the public affected, has had reasonable 
notice and opportunity to present evi- 
dence and argument for or against 
such proposal. 

The facts in this case show clearly 
that the conditions existing at Tusca- 
loosa with respect to the construction 
of garage apartments and electric 
service to be rendered to such apart- 
ments are peculiar to that locality and 
Auburn, and were not in contempla- 
tion at the time the ““A—4” and “A-8” 
and ‘“C-6” rates of Alabama Power 
Company were constructed. This is 
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clearly shown when we study carefully 
the rules and regulations and com- 
ponent elements and clauses of such 
rate structures. 

The availability clause of Rates | 
“A-4” and “A-8,” Urban Residen- § 
tial Service, approved by this Com- § 
mission in Non-Docket 1030, March | 
28, 1936, and the applicability clause [ 
of Rate “C-6,” General Service, ap- | 
proved by this Commission, Non- | 
Docket 1108, May 12, 1937, are set § 
out in the preceding opinion of the [ 
Commission. i 

It will be observed that the avail- [ 
ability clause of the “A—4” and “A-8” J] 
rates contains practically the same in- 7 
hibition with reference to service to |; 
more than one residence or apartment i 
as is contained in the “C-6” rate. It § 
is perfectly clear and plain from above 
that service under one rate is as ap- | 
plicable or inapplicable as service un- f 
der the other when there is more than [ 
one premise or building or a combina- | 
tion of buildings or premises, if the | 
number of buildings or premises was / 
the only element considered in appli- f 
cation of rate. P 

If this be true, and a review of the 
clauses in each rate as set out in the 
preceding opinion will show it is, then 
as to which rate should be applied the [7 
Commission will have to look to other 
sources. 

The applicability clause of Rate “C- 
6” says that that rate is “applicable to 
any consumer for commercial or gen- 
eral service other than family residen- 
tial or large industrial service.” The 
facts in this case show that at least a 
part of the electric energy supplied 
was used for “family residential” pur- 
poses, except as hereinafter set forth. 

The Alabama Power Company, in 
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1938, submitted to this Commission 
for approval on the 2nd of July, 1938, 
certain special rules governing appli- 
cation of Rate “C-—6,” which were ap- 
proved on the 13th day of July, 1938, 
by this Commission’s Non-Docket 
1120, and in which rules and regula- 
tions we find use being made of the 
following language: 

“The following specific cases shall 
be considered as general service: 

“1 (a). Boarding or rooming 
house. A boarding and/or rooming 
house which holds itself out as ready 
and willing to rent individual rooms 
for one day only and/or serve single 
meals to transients other than occa- 
sional guests of its regular boarders. 

“1 (e). Some improper rate appli- 
cations. Any residence building which 
has been remodeled so that service is 
rendered to more than one apartment 
and/or family. Any case where serv- 
ice to two or more premises has been 
connected through one meter until the 
wiring has been corrected and each of 
the premises receives separate serv- 
ice. Any urban service to which an- 
other rate is applicable until consumer 
has contracted for such service at the 
applicable rate.” 


The evidence shows without con- 
tradiction or denial that this is a case 
where “service to two or more prem- 
ises has been connected through one 
meter” before the wiring had been 
corrected and each of the premises re- 
ceived separate service.” 

Under its own rules and regulations 
as above quoted Rate “C-6” only ap- 
plies to a “boarding house and/or 
rooming house which holds itself out 
as ready and willing to rent individual 
rooms for one day only and/or serve 
single meals to transients other than 


occasional guests of its regular board- 
ers.” (Italics ours.) 

The company has undertaken to 
make such an application of Rate “C-— 
6” which in its own rules and regula- 
tions it says is an improper application 
of such rate. 

Under all the facts in the case, to- 
gether with a careful reading of 
the availability and applicability 
clause of the several rates and the 
rules and regulations of the pow- 
er company as to the application 
of Rate “C—6,” I am of the opinion 
that as now constructed Rate “C-6” is 
not applicable to the complainants ex- 
cept as hereinafter recited, and they 
cannot properly be charged for electric 
energy used under the circumstances 
shown in the case on such rate. 

In order to arrive at a conclusion in 
this case it will be necessary to deter- 
mine what is a “residence” or “apart- 
ment,” and if under the testimony in- 
troduced at the trial of this cause the 
buildings designated as “garage apart- 
ments” were such different buildings 
as not to constitute a part of the “resi- 
dence” of consumers. A careful read- 
ing of the testimony will show that the 
use of the term “garage apartments” 
isa misnomer. They are not, as used, 
apartments at all, being merely rented 
rooms in a building separate from the 
main residence, serviced at all times 
under the supervision and control of 
the resident consumer. The evidence 
shows, further, that the electric en- 
ergy supplied to these separate build- 
ings was used by complainants in fur- 
nishing lights to students occupying 
rooms in these buildings in rooms of 
students living in the main residence. 
There was no evidence to show that 
any effort was made by any of the 
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complainants to charge to any of the 
student roomers any part of the elec- 
tric service rendered by the defendant. 
There was no attempt on the part of 
any of the complainants to either 
“combine, resell, or share with others” 
the electric energy with which com- 
plainants were supplied, but it was 
purchased for the “exclusive use and 
benefit of complainants’ in supplying 
lights to the student roomers. 

The availability clause in Rate “A- 
8,” as above set forth, only provides 
that “service to more than one resi- 
dence or apartment shall not be com- 
bined nor resold, or shared with oth- 
ers, but shall be for the exclusive use 
of the consumer.” It does not say a 


consumer shall only use the electric 
energy supplied in only one building 
on the residential lot or premise. A 
reading of the latter part of the clause 
inferentially provides against combi- 


nation, resale, or sharing with other 
consumers the electric energy supplied 
through a single meter. 

In my opinion, had these separate 
buildings, when erected, been attached 
or connected to the main residence, by 
a gallery or porch, covered or not, by 
which means a person could pass from 
one building to the other, then they 
would have constituted and been con- 
sidered a part of the main residence, 
and electric service would have been 
rendered through a single meter on 
Rate “A-8” without question, and 
properly. But where the several build- 
ings are not on the same lot or prem- 
ise as the main residence, but are sepa- 
rated from the same by an alley or 
street, then they are no part of the 
residence, and defendant in rendering 
service to such separated buildings suf- 
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fers additional and different hazards, 


and electric energy should be supplied § 


on Rate “C-6,” unless a party occupy- 
ing one of these separated buildings 


rents it as a unit and assumes service § 
and control of same, in which event it | 
would be a separate residence or apart- | 
ment and each building so rented § 
should be served by a single meter on | 
Where there is no main § 
residence occupied by consumer. on §f 
the lot or premise with the building 
in which rooms are rented, then the § 
several buildings are not a part of resi- § 
dence and should be served on Rate | 


Rate “A-8.” 


“C=6"" 


The rate inserted by a majority of | 
the Commission in the opinion in this J 
case is neither the present residential | 
or general service rate, and no notice | 
of such a proposed rate was ever giv- | 


en to either the utility or public, it, 


therefore, could not be placed upon the 


utility, and should not be forced on 
the public. 


The capacity requirements of the 


proposed “C-6” rate are entirely dif- | 


ferent from those in the present “C- 
6” rate which is now in effect under 
which complainants have been billed. 
Even though it were proper or legal 
to apply the proposed new rate in this 
case, it should not be made effective. 
It is too complicated and indefinite 
and combines services which the ma- 
jority of Commission in their opinion 
say cannot be combined. The pro- 
posed rate reads as follows: 

“(a) The family residence and 
appurtenant buildings will be served 
at the available residential rate. Ap- 
purtenant buildings shall include only 
a garage and one building which to- 
gether shall have not more than two 


a? a 
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rooms that are used or adapted for 
use as living quarters. 

“Each separate additional apartment 
building located on the lot with the 


q proprietor’s residence which is used 


or adapted for use as living quarters 
will be served at the available residen- 
tial rate, if metered and served sepa- 
rately from all other buildings ; appur- 
tenant buildings as defined in (a) next 
above may be included therewith.” 

It will be observed that the appur- 
tenant buildings may be a “garage and 
one other building which shall not have 
more than two rooms that are used 
for living quarters.” Certainly the 
size of the appurtenant building is not 
prescribed in the present ‘“A-8” rate 
structure, so if it (“A-8” rate) can 
be applied to a building which has one 
or two rooms used as living quarters, 
it may rightfully and legally be applied 
to such a building when having more 
than two such rooms. 

It is recited in the opinion of a ma- 
jority of the Commission “that it is 
the practice of the Alabama Power 
Company to include the usual garage 
apartment along with the residence or 
family apartment building as an ap- 
purtenant building belonging thereto 
in applying the ‘A-®’ rate,” and it fur- 
ther declares that “the term ‘garage 
apartment’? means an apartment of 
rooms, usually not more than one or 
two, built over a garage.” 

There is nothing in the present “A- 
8” rate that refers to “appurtenant” 
buildings. If no reference is made to 
such buildings in the rate then how 
can the utility, by usage or practice, 
formulate a rate which has not been 
submitted to or approved by this Com- 
mission that permits service to a build- 


ing or group of buildings (so long as 
same does not include more than two 
rooms used as living quarters) and at 
the same time denies service to a simi- 
lar building simply because it has three 
rooms occupied by roomers? 

If the construction placed by the 
Commission on the word “premise” 
in the ““C-6” rate, is correct and prop- 
er, several apartment houses owned 
by a single customer and located on 
“same premise,” and not separated by 
public streets or public alleys, can be 
served through one meter at the “C- 
6” rate. Then a customer, by like 
reasoning, who owns an entire block 
can build eight or ten stores or more, 
dependent upon size of store or block, 
and have all of them served by one 
meter on the “C—6” rate so long as 
the customer agreed to rent the stores 
and furnish electric service. 


Guided by the construction of the 
several availability clauses of the sev- 
eral rates as now constructed, as set 
forth above, it is my opinion that elec- 
tric service should be rendered to the 
several complainants in the case on 
the following rates: Mrs. E. F. Al- 
len, Mrs. H. P. Bailey, Ralph W. Ad- 
ams, Mrs. James T. Hardwick, Mrs. 
W. W. Kicker, H. G. House, Mrs. H. 
J. Smith, Mrs. Marie Besow, Mrs D. 
M. Nowlin, and T. J. Hollis should 
each be served through a single meter, 
on Rate “A-8,” that complainant, H. 
Pettus Randall, not occupying a resi- 
dence on same premises as the build- 
ings in which rooms are rented to stu- 
dent roomers, should be served on 
Rate “C—6” ; that complainant, W. H. 
Archer, should be served at his resi- 
dence, 1225 8th street, on Rate “A-8,” 
but in the two separate buildings across 
the alley from his residential lot, he 
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should be served on Rate ‘‘C—6” ; that 
complainant, F. S. Heim, at his resi- 
dence, 1003 7th street, should be served 


on rate “A-8,” and in the six sepa- 
rate buildings, 716 10th street, he 
should be served on Rate “C-6.” 





CALIFORNIA RAILROAD COMMISSION 


Re Market Street Railway Company 


[Decision No. 32467, Application No. 22954.] 


Security issues, § 9 — Extension of maturity date — Treatment of intercorporate } 


indebtedness. 


1. A public utility which has been authorized to refinance certain of its out- | 
standing bonds, by extending the maturity date and reducing the interest 


rate, should not be allowed to pay interest on indebtedness to a controlling [jc 


corporation until the bonds as extended by such plan have been paid in full, 


p. 99. 


Security issues, § 9 — Refinancing — Rights of bondholders. 
2. A Commission order authorizing a public utility to refinance certain of 
its outstanding bonds, by extending the maturity date and decreasing the 
interest rate, does not compel any holder thereof to deposit them under the 
plan, since it is for them to determine whether they can realize more by | 
exercising their legal rights in a public foreclosure or bankruptcy proceed- J 
ing than by accepting the plan offered them, p. 100. 


[October 17, 1939.] 
Digan for approval of plan of refinancing certain out- 


standing bonds; granted. 


APPEARANCES: William M. Ab- 
bot and Chickering and Gregory, by 
Allen L. Chickering and M. L. Crim- 
mins, for applicant. 


By the Commission: This is an 
application by Market Street Railway 
Company, a corporation, in which it 
asked : 

1. That the Railroad Commission 
of the state of California set a day 
for a hearing upon the fairness of the 
terms and conditions proposed by the 
company and set forth in the docu- 
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ments annexed to the application as | 
“Exhibit B,” at which hearing all per- 
sons interested should have the right 
to appear ; and 

2. That after such hearing the Rail- 
road Commission approve the plan 
set forth in such documents and the 
issue and exchange of bonds, as modi- 
fied by the plan, for the outstanding 
bonds as they now exist, and the issue 
of new coupons on the bonds as ex- 
tended, and approve the terms and con- 
ditions of the issue and exchange of 
deposit receipts for bonds; and 
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3. For such other and further re- 
ief as the Commission might deem 
just. 
| The Railroad Commission, on Au- 
sust 30, 1939, made its order assign- 
ing the application to Commissioner 
Devlin and setting it for a public hear- 
ing, to be held on his behalf, before 
@examiner Fankhauser on Thursday, 
October 5, 1939, at 10 a. Mm. in the 
Burt room of the Commission in San 
Francisco. The order directed the 
company to publish a notice of said 
hearing once a week for at least three 
consecutive weeks in The Recorder, 
a newspaper of general circulation 
published in the city and county of 
San Francisco, and to mail a copy of 
said notice to all known holders of the 
company’s outstanding bonds. 

In accordance with the order the 
public hearing was held on October 5, 
1939. At the hearing applicant filed 
an affidavit, by E. M. Massey, its sec- 
retary, showing that the notice of hear- 
ing was mailed to all known bondhold- 
es, and affidavit showing publication 
of the notice in The Recorder on the 
@oth, 13th, and 20th days of Septem- 
ber, 1939. At said hearing all persons 
interested were accorded the oppor- 
| tunity to be heard. 

Market Street Railway Company, 
as of April 1, 1924, executed a trust 
indenture and issued $13,000,000 of 
first mortgage 7 per cent bonds due 
April 1, 1940. (Decision No. 13130 
dated February 11, 1924, in Applica- 
tion No, 9726.) The trust indenture 
securing the payment of said bonds 
provided, among other things, that 
the company, from January 1, 1925, 
mio and including October 1, 1932, 
should pay into a sinking fund the sum 
of $125,000 on the first day of Janu- 
[7] 


ary, April, July, and October, being at 
the rate of $500,000 a year, and on 
said days of each of the years 1933 to 
1939, both inclusive, and on January 
1, 1940, the sum of $75,000, being at 
the rate of $300,000 a year. It was 
provided, further, that all sinking- 
fund moneys must be used to purchase 
the company’s bonds and that all bonds 
so purchased with moneys paid into 
the sinking fund prior to January 1, 
1933 should be kept alive until that 
date and then canceled, and that bonds 
purchased with moneys paid into the 
sinking fund on or subsequent to Janu- 
ary 1, 1933, should be kept alive un- 
til payment or redemption of all the 
bonds. Moneys realized from the sale 
of mortgaged property were also paid 
into the sinking fund. Bonds acquired 
through the use of such moneys were 
canceled. 

It appears that since the date of is- 
sue of the company’s bonds it regular- 
ly paid interest thereon at the rate of 
7 per cent per annum and made the 
quarterly sinking-fund payments re- 
quired by the terms of its trust inden- 
ture up to and including April 1, 1938. 
However, it failed to make the sink- 
ing-fund payment due July 1, 1938, 
and it reports that it has since been un- 
able to make any further payments 
into the sinking fund, although it fas 
continued to meet the interest require- 
ments on its outstanding bonds. 

Of the $13,000,000 of bonds, the 
company reports that it owns and 
holds in its treasury $28,000 face val- 
ue, that through the operation of the 
sinking fund it has reacquired and re- 
tired $5,901,500 face value, that $2,- 
361,500 face value of bonds are now 
in the sinking fund, leaving total bonds 
outstanding, as of July 31, 1939, in 
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the amount of $4,709,000. The com- 
pany reports that it has been unable to 
pay the interest on the bonds held alive 
in the sinking fund, that it will be un- 
able to meet its sinking-fund require- 
ments during the remaining life of the 
bonds and that it will be unable to re- 
tire the outstanding bonds at ma- 
turity. 

Accordingly, in anticipation of the 
maturity of the bonds on April 1, 
1940, the company has prepared for 
submission to its bondholders, a plan 
for modification of some of the terms 
of the bonds. 


Under said plan, a copy of which is 
on file in this proceeding as Exhibit B, 
the maturity date of the company’s 
bonds will be extended to April 1, 
1945. The interest rate on the bonds 
beginning April 1, 1940, will be 5 per 
cent per annum instead of 7 per cent 


per annum. The sinking-fund provi- 
sions contained in § 29 of Art. 4 of 
the trust indenture will be eliminated 
and any existing default of the com- 
pany thereunder, waived. In lieu 
thereof the company shall pay on the 
first days of January, April, July, and 
October in each year an amount equal 
to $ of 1 per cent of the principal face 
amount of bonds outstanding on the 
day the plan becomes effective, to 
Ladenburg, Thalman & Co. or their 
successors, as fiscal agents, or to the 
trustee for their account as a sinking 
fund. The first payment into the sink- 
ing fund shall be made on July 1, 1940. 
The bonds now in the sinking fund 
shall be canceled. The provision of 
the trust indenture providing that 
bonds in the sinking fund are to be 
kept alive and interest paid thereon 
will be amended so as to apply only to 
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bonds acquired by operation of the 
sinking fund provided in the plan 

The company reserves the right to 
redeem all of the bonds, or any part 
thereof, on any interest payment date, 
at 100 per cent of the principal there. 
of, plus accrued interest. 

The plan provides that it shall be- 
come effective when there are deposit-| 
ed in accordance with the plan, 95 per 
cent of the bonds outstanding or such 
lesser percentage as the company may} 
elect and so advise each depositary, but] 
in any event the percentage shall not] 
be less than 85 per cent, without af-} 
fording the depositor of bonds the 
privilege of withdrawal within twen- 
ty days, after notice with respect there-| 
to, has been mailed in accordance with} 
the provisions of the deposit receipt. 
Bonds must be deposited prior to De-} 
cember 15, 1939. The company, how-j 
ever, reserves the right to extend the] 
time of deposit. It further reserves) 
the right to modify the plan with the} 
prior approval of the Railroad Com-| 
mission. 

To obtain the consent of the bond- 
holders to the plan, the company has} 
entered into an agreement (Exhibit§ 
2) dated as of September 19, 1939, 
whereby Dean Witter & Co. and La-§ 
denburg, Thalman & Co. will forma 
primary group to solicit the deposit of 
the bonds. Any investment banking 
concerns may solicit the deposit, such 
concerns to be classed as the secondary 
group. In the agreement the com-| 
pany agrees to pay to any member of 
the primary and secondary groups, a 
commission of $5 per $1,000 of bonds 
deposited, a further commission of $5 
per $1,000 of bonds deposited with ei-j 
ther of the two depositaries, that is, i 
Wells Fargo Bank & Union Trust Co. 
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or The Chase National Bank, and, if 
the plan is declared operative, an ad- 
ditional commission of $5 per $1,000 
of the bonds deposited with the de- 
positaries at the time of such declara- 
tion. No commissions will be paid on 
approximately $1,750,000 of bonds 
deposited by (1) Wells Fargo Bank 
& Union Trust Co., its trusts and/or 
under its control, (2) The First Na- 
tional Bank of New York, (3) Laden- 
burg, Thalman & Co., (4) The Anglo- 
California National Bank and (5) 
Samuel Kahn and family and friends. 


In addition to the outstanding 
bonds the company in its application 
reports other indebtedness including 
the following: 


Notes Pavable 
Names of Payees 


To Fhe J. G, Brill Company .cccsee sec cccitces 


Twin Coach Company 
Twin Coach Company 


Yellow Truck & Coach Mfg: Co. .......c00. 


The Anglo-California Nat. Bank 
Accounts Payable 


Standard Gas and Electric Co. ....ceccecccces 
Pacific Gas atid Electric Co. occ cccceccsecceee 


In the event the plan is consummat- 
ed, the company covenants as addition- 
al security for the bondholders that no 
payments of principal shall be made 
on its existing indebtedness to Stand- 
ard Gas & Electric Company until the 
bonds as extended have been paid in 
full, and also that no payments will 
be made on its existing bank loans un- 
til after the current sinking-fund re- 
quirements on the bonds have been 
met, and then only in an amount equal 
to 2 per cent of the principal amount 
of said bank loans annually, except as 
hereinafter provided. After meeting 
sinking-fund requirements, the com- 
pany will also agree to use its remain- 
ing cash only for working capital or 
reasonable capital expenditures, and 


tiene Sept. 


winereia Jun. 15, 1946 


ee eeeee 


any amount over and above such rea- 
sonable requirements shall be used as 
additional sinking funds on bonds and 
existing bank loans pro rata to the 
principal amounts of each. 

[1] It appears that it has not been 
the practice of the company to pay in 
cash the interest on the indebtedness 
to Standard Gas and Electric Com- 
pany, but instead to accrue such inter- 
est and add it to the outstanding in- 
debtedness. As of December 31, 1938 
the applicant herein reported, in its 
1938 annual report to this Commis- 
sion, that Standard Gas and Electric 
Company held control over its affairs 
through ownership, indirectly of 


39.67 per cent of its outstanding stock. 


Date of 
Interest 


Face 
Amount 
$17,339.40 

7,600.00 
9,020.00 
84,992.00 
300,000.00 


919,136.34 
603,565.15 


Due on or 
Before 

3, 1940 

Nov. 15, 1942 

Mar. 15, 1943 


Demand 


It is noted in the plan now submitted 
here, applicant states that it will agree 
that no payment of principal shall be 
made on the indebtedness to Standard 
Gas and Electric Company existing 
on the effective date of the plan, un- 
til the bonds as extended shall have 
been paid in full. In our opinion the 
agreement should provide, in addition, 
that no payment be made of interest 
on the indebtedness to Standard Gas 
and Electric Company until the bonds 
shall have been paid in full, and that 
if any interest is accrued on said debt, 
it be at a rate of not more than 4 per 
cent per annum. 

The company regularly has filed 
financial reports with the Railroad 
Commission. In addition, the Com- 
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mission recently has had occasion to 
inquire into the company’s affairs, 
Decision No. 31472, dated November 
23, 1938, in Application No. 21115 
(41 Cal RCR 651) and it clearly ap- 
pears that the company’s earnings and 
financial condition have not been suf- 
ficient to enable it to meet all its re- 
quirements under its trust indenture 
and to provide for the payment of its 
remaining bonds on April 1, 1940. 
{[2] The order herein will approve 
the proposed refinancing plan. Such 
an order, of course, does not compel 
any holder of bonds to deposit them 
under the plan. It is for thern to de- 
termine whether they can realize more 
by exercising their legal rights in a 
public foreclosure proceeding or bank- 
ruptcy proceeding than by accepting 
the plan now offered them. In our 


opinion the plan is fair to the bond- 
holders. It imposes no expense on 
them. While it does provide for a re- 
duction in the rate of interest paid, it 
should be remembered that from the 
time of issue of the bonds, in 1924, 
to the present, the holders of this com- 
pany’s bonds have enjoyed regular an- 
nual interest returns at the rate of 7 
per cent per annum, and have seen the 
company reduce the total amount of| 
bonds outstanding from $13,000,000 
to $4,709,000. The same deed of 
trust that secures the bonds at present 
will remain intact, except for amend- 
ments to provide for changes in date 
of maturity, rate of interest and sink- 
ing fund, and will continue to secure 
the payment of the outstanding bonds 
as modified. 





FEDERAL COMMUNICATIONS COMMISSION 


Re Knickerbocker Broadcasting Company,| 
Incorporated 


[Docket No. 5771.] 


Radio, § 6 — Revocation of license — Interception of private messages. 
Interception and broadcasting, by a broadcasting company, of communica- 
tions addressed to multiple addresses by foreign governments on the verge 
of war, although not requiring license revocation because of the attendant 
circumstances, cast grave doubt upon the licensee’s qualifications to op- 
erate its station in a manner consistent with the public interest, and the 
records in the case must be of cumulative weight in determining the dis- 
position to be made upon any future examination into the conduct of the 


station. 


[October 25, 1939.] 


"pean of alleged interception of private radio mes- 
sages and their public broadcasting; record made for use in 
future proceedings. 
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RE KNICKERBOCKER BROADCASTING CO. INC. 


By the Commission: The Com- 
mission began this proceeding by en- 
ering on its own motion an order dat- 
ed September 12, 1939, directing 
Knickerbocker Broadcasting Com- 
pany, Inc., licensee of Standard Broad- 
ast Station WMCA, New York, N. 
Y., to show cause, on or before Sep- 
tmber 15, 1939, why the Commis- 
sion should not, pursuant to § 312(a) 


of the Communications Act of 1934, 


as amended, revoke the license for Sta- 
tion WMCA for violations of the pro- 
visions of the act constituting conduct 
by the licensee contrary to the public 
interest. The particular question 
raised by the order was whether the 
licensee had caused the interception of 
secret radio communications sent by 
the governments of Germany and 
Great Britain, respectively, containing 
orders to naval vessels of those gov- 


ernments, in time of war or during a 
@ period of tense international relations, 
and thereafter had caused the mes- 
sages or their substance to be broad- 
cast over the facilities of the station, 
jall without the authority of the send- 
ers of such communications. 


Section 605 of the Communications 


@ Act of 1934 (47 USCA, § 605) pro- 


unica- 
verge 
ondant 
0 Op- 
id the 
ie dlis- 
of the 


vides that : 

. no person not being author- 
ed by the sender shall intercept any 
communication and divulge or publish 
the existence, contents, substance, pur- 
port, effect, or meaning of such in- 
tercepted communication to any per- 
son; and no person not being entitled 
thereto shall receive or assist in re- 
ceiving any interstate or foreign com- 
munication by wire or radio and use 
the same or any information therein 
contained for his own benefit or for 
the benefit of another not entitled 


101 


thereto ; and no person having received 
such intercepted communication or 
having become acquainted with the 
contents, substance, purport, effect, or 
meaning of the same or any part there- 
of, knowing that such information was 
so obtained, shall divulge or publish the 
existence, contents, substance, purport, 
effect, or meaning of the same or any 
part thereof, or use the same or any 
information therein contained for his 
own benefit or for the benefit of an- 
other not entitled thereto: Provided, 
that this section shall not apply to the 
receiving, divulging, publishing, or 
utilizing the contents of any radio 
communication broadcast, or transmit- 
ted by amateurs or others for the use 
of the general public, or relating to 
ships in distress.” 

This is the mandate of the Congress, 
not a regulation of this Commission. 
It is equally applicable to radio opera- 
tors, broadcasters, the press and the 
public in order to effectuate the con- 
gressional policy of protecting the 
privacy of communications. The 
right of free speech cannot be inter- 
preted to include the right freely to 
publicize private communications. 
Moreover, the United States and the 
European nations, including Germany 
and Great Britain, have entered into 
treaty obligations to endeavor to avoid 
the publication of addressed communi- 
cations handled over international 
communications systems. 


In a full-page advertisement in the 
Radio Daily of September 6, 1939, 
Station WMCA, by adoption of the 
news items reproduced in the adver- 
tisement, made to the industry and to 
the public the following claims which 
if true were in the teeth of the statute: 
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Herald-Tribune ....... 
Daily News 6 vsvesss 
New York Post ....... August 29th 


Scoop! 


Said George Ross in The New York 
W orld-Telegram Thursday, August 
31st: 

The Major Networks during the 
last two weeks have been envious of 
a smaller chain’s scoops in the inter- 
national situation. The lesser station 
that has carried sensationally exclu- 
sive news has been WMCA, which has 
not the extensive access to sources 
abroad as the large etherized networks. 
For example, WMCA flashed the 
British Admiralty orders and the se- 
cret German naval orders before these 
became public knowledge. And the 
story of these exclusives is this: Sev- 
eral weeks ago the station hired an ex- 
pert of naval code who stationed him- 
self near the short-wave receiver of a 
local morning newspaper. As secret 
orders from shore to ship were flashed 
from England and Germany he quick- 
ly decoded them and rushed his find- 
ings to the microphones! WMCA’s 
rivals had been eager to know 


And Ben Gross in the N. Y. Daily 
News 

. Johannes Steel, as usual, im- 
pressed with his inside knowledge of 
Germany, on WMCA. The 
latter station also added to its record 
of sensational crisis scoops by airing 
an intercepted British Admiralty code 
message ordering the closing of the 
Mediterranean. 


‘—And we respectfully refer you to 
the front pages of the following 
New York newspapers that gener- 
ously credited WMCA for impor- 
tant international news scoops: 


Daily Mirror .. August 28th and 30th 
Journal-American August 28th 
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WMCA 
Top of the Dial in New York 


If the conduct of the station had 
been in fact as described in the adver- 
tisement, the national public interest 
had been impaired at a critical moment 
in international affairs. An immedi- 
ate order of revocation, which carries | 
its own safeguards for the licensee, 
might well have been justified. 

The Commission in this instance, 
however, did not issue such an order. 
It followed the more moderate course 
of issuing an order to show cause per- 
mitting and requiring the licensee to 
set forth in writing all the facts and 
circumstances regarding the alleged 
incidents, and to show cause why such | 
an order revoking its license should 
not be issued. 

Under the statute even an order of} 
revocation cannot take effect in any} 
event until after fifteen days from the 
date of issuance. The act provides fur- | 
ther for a hearing after the issuance of 
the order of revocation upon applica- | 
tion by the licensee made at any time 
within the 15-day period. The duty of 
the Commission to hold such a hearing 
then becomes mandatory. This would 
be true even where the Commission in 
its discretion grants what is in effect 
a preliminary hearing, as in this in- 
stance. The making of the applica- 
tion for the subsequent hearing fur- 
ther suspends the effective date of 
the order of revocation until the mat- 
ter shall have been heard and there- 
after determined. Meanwhile, the op- 
erations of the stations are permitted 
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RE KNICKERBOCKER BROADCASTING CO. INC. 


to continue. Thus an order of revo- 


cation, when properly understood, is 
seen not to speak with the finality su- 
@ perficially indicated. This is the spe- 
cific statutory process for raising the 
question of revocation and for hear- 
ing and disposing of the matter as 
provided by Congress. 


On the day the show cause order 
was issued, William Weisman, the 
vice president and general counsel of 
the licensee, together with its counsel 
in the proceeding, called upon the coun- 
sel for the Commission for advice as 
to its response and were advised by 
Commission counsel to take the time 
necessary to set forth, not mere con- 
clusions, but rather the full facts and 
circumstances in question. On the fol- 
lowing day, and two days prior to the 
required date, there was filed with the 
Commission a document legalistic in 
form, sworn to by Weisman. Facts 
later developed show that he had tak- 
en no part in the incidents in question. 
Failing to constitute a general denial, 
as it superficially purported to be, this 
document evaded the factual issues 
and utterly failed to comply with the 
show cause order of the Commission 
for a statement of the facts and cir- 
cumstances. The evidence at the hear- 
ing shows that the affiant filed his 
purported “response” without discus- 
sing the matter in question with the 
executive who handled the activities 
in question. The statements of fact 
set forth in the advertisement were 
merely given an oblique reference. By 
this conduct the station neither recog- 
nized nor discharged any duty to the 
Commission in the conduct of the in- 
quiry. 

At this state the Commission felt 
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compelled itself to make a more thor- 
ough-going inquiry into the facts. 
This accomplished, the matter was set 
down for public hearing to give a fur- 
ther and full opportunity for an au- 
thoritative presentation of the facts 
prior to any further action by the Com- 
mission. 

A full hearing was had. While the 
Commission declined to permit pre- 
pared statements to be read into the 
record, all exhibits offered in evidence 
were received, and the Commission 
heard all witnesses presented by Com- 
mission counsel and counsel for the 
broadcaster, and these were exhaus- 
tively examined and cross-examined 
upon all pertinent facts. The facts as 
thus established, and here found by 
the Commission, are at variance from 
those set out in the advertisement of 
the station as well as from the conclu- 
sions set forth in its written response. 
In the light of all the evidence there 
is, however, no reasonable basis for 
conflicting views as to the controlling 
facts. 

At a time when Europe was on the 
verge of war, the operator of the short- 
wave receiver of the New York Her- 
ald-Tribune on the night of August 
27, 1939, was tuned in on the broad- 
cast of the German government-owned 
and operated Station DLE, which was 
then being operated in Morse Code in 
the English language. This station 
the operator understood to be a 
“fixed” station, or one designed for 
customary use in point-to-point com- 
munication. Its listing in the Bern 
registry is that of a fixed station, lo- 
cated at Rehmate, Germany. At the 
time it was transmitting news on a 
“CQ” or “to all stations” basis, such 
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news being “intended to be read or 
used by anyone who can receive it.” * 
However, this “CQ” news message 
was interrupted, and in Morse, but 
not secret code there was transmitted 
the following not in English but in 
the German language; “An alle Deut- 
schen schiffe,”’ which translated means 
“to all German ships”; shortly fol- 
lowed the sentence: ““Nach Sonderan- 
weisung Handeln,” “Act on your spe- 
cial secret instructions.” 


Station WMCA had no short-wave 
receiver and, contrary to the adver- 
tisement, had engaged neither radio 
telegraph operator nor a code expert. 
It did have contracts with this and 
another newspaper for press service. 
Upon the receipt of the foregoing spe- 
cial message the operator promptly 
telephoned from the newspaper office 
to an executive of the broadcaster and 


informed him of the interruption of 
the English language press transmis- 
sion and of the transmission and his 
interception of the foregoing message 


in German to all German ships. The 
broadcast station translated the mes- 
sage into English. It thereupon inter- 
rupted its own current domestic broad- 
cast and made the following announce- 
ment : 

( Voice interrupting. ) 

“We are speaking to you from the 
WMCA news room. We bring you 
this important bulletin. The official 
government German short-wave sta- 
tion reported tonight that a message 
was addressed to all German ships at 
sea consisting of three short German 
words, which translated means: Act 
on your special secret instructions. 

“The New York Herald-Tribune 

* General Radio Regulations, Cairo Revi- 
sion, Art. 18, par. 4. 
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wireless received this message from 
Berlin about fifteen minutes ago. It 
came through while the Berlin station 


was reporting Hitler’s reply to French] 


Premier Daladier. The exact import 
of the message is not known. We 
shall report further as soon as we get 
any word of its significance.” 

Again, on the night of August 29th 
the newspaper’s short-wave operator, 
under circumstances very similar, 
made a like interception of the British 
Admiralty’s orders in Morse Code to 
all British merchant ships containing 
detailed instructions to the different 
groups of vessels to proceed immedi- 
ately to specified British ports and to 
follow other orders contained in the 
message. Again the station interrupt- 
ed its current broadcast program and 
informed its radio audience of the or- 
ders. 

A week later the station published 
the full-page advertisement 
quoted. Various press items concern- 
ing the news coverage of the station 
had been collected. The two items in- 
cluded in the advertisement had been 
carefully selected for that purpose (al- 
though it was admitted at the hearing 
that at least one of those actually used 
was known to be false at the time of 
publication). At least one of the two 
items quoted in the advertisement 
(that having to do with the British 
Admiralty orders) had been inspired 
by the station itself substantially as 
quoted. It was, in fact, substantially 
true. So testified one of the station’s 
executives. 

That the broadcasting of the sub- 
stance of the messages described runs 
counter to the provisions of § 605 of 
the Communications Act admits of 
little doubt. The evidence in this case 
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shows conclusively that the messages 
in question were important orders of 
the governments of Germany and 
Great Britain, respectively; that they 
were to govern important ship move- 
ments in anticipation of, and perhaps 
during, war; that they were addressed 
communications, albeit to multiple ad- 
dressees; that they were intercepted 
without the authority of the senders; 
and that WMCA knowing that the 
messages had been obtained by means 
of interception, broadcast the substance 
thereof from its station. This con- 
duct of the station must be viewed in 
the light of the great international 
stress then prevailing and of the spe- 
cial duty of American broadcasters, 
who are licensed for the purpose of 
serving the public interest, to conduct 
their operations with a corresponding 
degree of care. 

While, as has already been pointed 
out, the specific statutory prohibition 
now before us applies generally, a vio- 
lation of it by a holder of a radio 
broadcast license must command our 
special attention. Especially is this 
true since there threads throughout 
the statute both generally and specifi- 
cally the notion that broadcasters per- 
force of law undertake to serve the 
public interest. The legal concept of 
public interest is not different in time 
of crisis although its factual content 
may vary from time to time as the 
public necessarily and properly shifts 
the emphasis of its concern from one 
predominant fact to another. 

Apart from the broadcasts of the 
station and the inadequate response to 
the Commission’s order to show cause, 
the irresponsible actions of the licensee 
in connection with the full-page ad- 
vertisement quoted above warrant 
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comment. Regardless of the legality 
of such advertising as a trade practice 
it raises a question as to the character 
and responsibility of the management 
in the light of its obligation to operate 
the station in the public interest. More 
than honesty is at stake. The adver- 
tisement creates the possibility that 
competing broadcast stations will be 
drawn toward the same line of illegal 
broadcast activity boasted by this sta- 
tion. The president of the licensee 
corporation, Donald Flamm, admitted 
that the statements the station quoted 
from the George Ross column were 
false and that although he examined 
the “layout” of the advertisement, nei- 
ther he nor anyone else in his organi- 
zation made any investigation or gave 
consideration to the question as to 
truth of the representations. When 
asked what disciplinary action had 
been taken in this connection, Flamm 
replied merely that he had given direc- 
tions that all future advertisements 
were to be submitted to the attorney 
for the station. 

By their conduct throughout this 
chain of events—the broadcast, the 
advertisement to the industry, the 
evasive written response to the Com- 
mission’s order, the uncandid charac- 
ter of their oral testimony—Flamm 
and his coexecutives managed to create 
a question as to their possessing any 
substantial sense of responsibility to 
the public or the ability to recognize 
even roughly the public interest prop- 
erly involved in the operation of a 
broadcast station. Just as it may be 
a powerful instrumentality for public 
good, so a broadcast station has poten- 
tialities of causing great public harm, 
and it is accordingly imperative that 
the limited broadcast channels belong- 
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ing to the public should be entrusted 
to those who have a sense of public 
responsibility. 

On behalf of the licensee it is rec- 
ognized that the broadcasts in ques- 
tion occurred during a period of un- 
usual activity in the gathering and dis- 
semination of news of special interest 
to the public. Speed in transmitting 
through the air news flashes bearing 
on the European crisis was assumed 
to be of the essence of this and other 
stations’ service. The same interna- 
tional stress which made the conduct 
grave created the urge to scoop the 
other stations. As was recognized 
broadly new and important problems 
in connection with radio broadcasting 
arose from the war crisis. Under 
these circumstances the Commission 


broadcasts were provoked by the oc- 
casion and are not necessarily indica- 
tive of more widespread infractions in 
the course of this station’s broadcast | 
activities. 
After consideration of the record 
and all the attendant circumstances in J 
this matter, the Commission is of the | 
opinion that an order of revocation | 
need not be entered at this time. On 
the whole, however, grave doubt has § 
been cast upon the licensee’s qualifica- | 
tions to operate its station in a manner | 
consistent with the public interest. Ac- | 
cordingly, the record made in the dif- J 
ferent phases of this proceeding must § 
be of cumulative weight in determin- § 
ing the disposition to be made upon | 
any future examination into the con- § 
duct of this station. : 


will assume that these particular It is so ordered. 





PENNSYLVANIA PUBLIC UTILITY COMMISSION 


Pennsylvania Public Utility Commission 


Clark’s Ferry Bridge Company 


[Complaint Docket No. 11352.] 


Return, § 20 — Amount. 
1. The proper rate of return to be allowed on the fair value of a public utility 9 
varies not only according to the type of utility involved, but also for par-§ 
ticular utilities within a group, depending on the circumstances in each par- f 
ticular case, p. 109. 

Return, § 24 — Factors considered — Competition for capital funds. 
2. The crux of the problem of determining a proper rate of return for aff 
particular utility is the practical consideration of how it will be able to com- 
pete with others, utilities as well as nonutilities, for capital funds, p. 110. 

Return, § 85 — Bridges — Factors considered. 

3. Consideration of the actual situation of toll bridges in the vicinity of the 
one in question is more helpful and significant than any theoretical study 
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of toll bridges throughout the country in determining a fair rate of return 


for a certain toll bridge, p. 112. 


Return, § 85 — Bridges — Reasonableness. 
4. A return of 6 per cent on the fair value of a toll bridge company’s prop- 
erty was deemed proper and reasonable, p. 113. 


[November 14, 1939. 


ie and investigation on Commission’s motion to deter- 
mine rate of return to which toll bridge company is entitled; 
return determined and tariff revised accordingly. 


By the Commission: This inquiry 
and investigation was instituted on 
March 8, 1937, on motion of the Pub- 
lic Service Commission, “for the pur- 
pose of determining the present fair 
value of the property of Clark’s Ferry 
Bridge Company used and useful in 
the public service, and the rate of re- 
turn to which the respondent company 
is entitled.” At the first hearing, 
Commission counsel stated that ‘““The 
Commission proposes to limit this case 
to the fair rate of return portion of 
the inquiry unless the company pro- 
poses to offer evidence relating to the 
value of the property.” Respondent’s 
counsel stated that no evidence relat- 
ing to value would be submitted by re- 
spondent, and the proceeding has been 
limited to the question of rate of re- 
turn. 

The most recent adjudication of 
the rates of respondent was made by 
the Commission in its order dated 
March 8, 1937, 16 Pa PSC 399, 18 
PUR(NS) 357. In this order, the 
fair value of the property was reéstab- 
lished at $767,800, upon which a 7 per 
cent rate of return, or $53,746, was 
allowed; operating expenses were al- 
lowed in the sum of $18,012; taxes 
were allowed in the sum of $9,608; 
annual depreciation was allowed in the 
sum of $7,678; and amortization of 


bond discount was allowed in the sum 
of $1,331. Respondent was therefore 
ordered to file rates calculated to pro- 
duce revenues not in excess of $90,- 
375 annually. The figure of $767,- 
800 is the fair value previously fixed 
by the Commission, 11 Pa PSC 222, 
PUR1932C 295, and affirmed by the 
superior court of Pennsylvania, 108 
Pa Super Ct 49, PUR1933D, 173, 
165 Atl 261, and the United States 
Supreme Court, 291 US 227, 78 L ed 
767, 2 PUR(NS) 225, 54 S Ct 427, 
both courts rejecting respondent’s 
claims for a higher rate base and a 
higher rate of return. 

Respondent challenged the authority 
of the Commission to make the order 
of March 8, 1937, supra, and appealed 
to the superior court of Pennsylvania. 
This challenge was based on the facts 
that the commonwealth of Pennsyl- 
vania undertook to take over respond- 
ent’s bridge property by eminent do- 
main, and that the commonwealth had 
been prevented only by a preliminary 
injunction from retaining possession 
of the bridge and collecting tolls. The 
superior court affirmed the Commis- 
sion by opinion dated December 17, 
1937, Clark’s Ferry Bridge Co. v. 
Public Utility Commission, 129 Pa 
Super Ct 425, 195 Atl 639. 

Respondent’s bridge crosses the 
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Susquehanna river at a point known 
as Clark’s Ferry, Dauphin county. It 
is approximately 15 miles north of 
Harrisburg, and 40 miles south of 
Sunbury, at which points other high- 
way toll bridges are located. No oth- 
er highway bridges cross the Susque- 
hanna river within this distance of 55 
miles. The present concrete 2-lane 
structure was built in 1925, replacing 
a wooden bridge which previously ren- 
dered service in the same location. 
The bridge is part of U. S. Highway 
Route No. 11, which carries traffic 
running north and south, and U. S. 
Highway Route No. 22 (William 
Penn Highway), which carries traffic 
east and west. These two highway 
routes are important main trunk high- 
ways and are very heavily traveled. 
Respondent has at all times, before 
this Commission and in the courts, 
emphasized the unique and extraordi- 
nary value of the location of its bridge. 

The traffic on the bridge has con- 
sistently increased in nearly every 
year, the record showing that approx- 
imately twice the number of vehicles 
crossed the bridge in 1936 as in 1927. 
Respondent in its brief makes much 
of the fact that owing to the opening 
of a new highway on the west shore 
of the Susquehanna river during the 
spring of 1938, traffic in 1938 de- 
clined, as compared with the year 
1937. An attempt is made to express 
this loss of traffic by definite figures, 
purportedly developed from monthly 
statements filed by respondent with the 
Commission. An examination of 
these monthly statements, however, 
indicates that the traffic volume in 
1938 did not decline to the extent set 
forth. The 1938 annual report filed 
with the Commission shows that op- 


erating revenues amounted to $116,- 
313, or $25,938 in excess of the an- 
nual revenues of $90,375 allowed in 
our order of March 8, 1937, supra. 
Moreover, the effect of the new 
highway on the west shore of the Sus- 
quehanna river will be at least offset 
by the fact that at the present time the 
state highway department is making 
extensive improvements to the high- 


way on the east shore of the river, to | 
relieve a certain amount of congestion | 


now present. Completion of the east 
shore improvements may reasonably 


be expected to cause traffic over the | 


bridge to return to or exceed the 1937 
level. It should also be noted that 
respondent has a rate which is substan- 
tially lower for the traveling public 
than the rates charged by the two 
bridges located in Harrisburg; and, as 
found in this order, further reductions 
should be made in the rates, which will 
result in increasing the differential 
between the rates at Clark’s Ferry and 
at Harrisburg, thus stimulating the 
use of respondent’s bridge as against 
the Harrisburg bridges. 

The principal risk to which river 
bridges appear to be subjected is the 
possibility of damage caused by flood. 
The record contains evidence regard- 
ing the flood of March, 1936, at which 
time the water reached the highest 
level in a period of forty years prior 
thereto. The bridge could not be used 
for a period of about three weeks due 
to the fact that the highway above 
the bridge was washed out. The evi- 
dence does not indicate the extent to 
which the bridge may have been dam- 
aged because of the flood. Respond- 
ent’s expert gave testimony on this 
subject as follows: 


Q. Now, you spoke of flood haz- 
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ards in connection with the Clark’s 
Ferry Bridge Company. Did you 
make any study of the experience of 
the company with reference to flood 
conditions ? 

A. No. 

Q. Then your testimony as to flood 
hazards is general in character and 
you did not base it on any definite in- 
formation regarding this bridge? 

A. Nothing but general knowledge 
from living along the river. I know 
what occurs in the spring. 


From a financial standpoint, re- 
spondent has been very successful. 
We need only point to its history in 
connection with the issuance of $450,- 
000 of 30-year bonds which were sold 
to the public in 1929. Between 1929 
and 1938 respondent reduced this in- 
debtedness by approximately two- 
thirds. The annual report for the 
year ended December 31, 1939, shows 
that bonds outstanding amounted to 
$325,000, against which sinking-fund 
assets were available for redemption’ 
of the bonds in the amount of $172,- 
964, leaving a net obligation of ap- 
proximately $152,000. According to 
information received from respondent 
on May 25, 1937, the amount of bonds 
outstanding was actually $200,000 on 
May 21, 1937. During the same pe- 
riod, respondent consistently paid 7 
per cent dividends on $175,000 of pre- 
ferred stock, atid paid substantial divi- 
dends on its common stock. This 
financial success can be attributed 
partly to the fact that the bridge is a 
very important part of the state high- 
way system with an attendant heavy 
volume of traffic, and to the further 
fact that the numerous substantial rate 
reductions ordered by the Commission 
and sustained by the appellate courts 
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have increased the volume of traffic 
from local patrons. 

[1] The determination of the prop- 
er rate of return to be allowed on the 
fair value of a public utility varies 
not only according to the type of util- 
ity involved, but also for particular 
companies within a group. In addi- 
tion, the time when the determination 
is made is very important. The prop- 
er rate of return depends entirely on 
the circumstances in each particular 
case. This was recently stated in 
Pennsylvania Power & Light Co. v. 
Public Service Commission (1937) 
128 Pa Super Ct 195, 212, 19 PUR 
(NS) 433, 444, 193 Atl 427, where 
Judge Parker quoted from Bluefield 
Water Works & Improv. Co. v. West 
Virginia Pub. Service Commission, 
262 US 679, 692, 67 L ed 1176, PUR 
1923D, 11, 20, 43 S Ct 675, as fol- 
lows: 

“ ‘What annual rate will constitute 
just compensation depends upon many 
circumstances and must be determined 
by the exercise of a fair and enlight- 
ened judgment, having regard to all 
relevant facts. A public utility is en- 
titled to such rates as will permit it 
to earn a return on the value of the 
property which it employs for the con- 
venience of the public equal to that 
generally being made at the same time 
and in the same general part of the 
country on investments in other busi- 
ness undertakings which are attended 
by corresponding risks and uncertain- 
ties; but it has no constitutional right 
to profits such as are realized or an- 
ticipated in highly profitable enterpris- 
es or speculative ventures. The re- 
turn should be reasonably sufficient to 
assure confidence in the financial 
soundness of the utility and should be 
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adequate, under efficient and economi- 
cal management, to maintain and sup- 
port its credit and enable it to raise 
the money necessary for the proper 
discharge of its public duties. A rate 
of return may be reasonable at one 
time and become too high or too low 
by changes affecting opportunities for 
investment, the money market and 
business conditions generally.’ ”’ 

This view, together with a restate- 
ment of the factors to be considered 
in determining rate of return, was 
reiterated even more recently by the 
United States Supreme Court in Dris- 
coll v. Edison Light & P. Co. (1939) 
307 US 104, 83 L ed 1134, 28 PUR 
(NS) 65, 74, 59 S Ct 715, where 
Mr. Justice Reed, speaking for a 
unanimous court, said: 


“The rate of return was fixed by 
the Commission at 6 per cent. Wit- 
nesses for the utility brought out facts 
deemed applicable in the determina- 
tion of a proper rate of return on the 
fair value of the property. Their evi- 
dence took cognizance of the yield of 
bonds, preferred and common stocks 
of selected comparable utilities, the 
stagnant market for new issues, pre- 
vailing cost of money, the implications 
of the possible substitution of some 
governmentally operated or financed 
utilities for those privately owned and 
the dangers of a fixed schedule of 
rates in the face of possible inflation. 
From these factors they deduced that 
a proper rate of return would be from 
7.8 per cent to 8 per cent. An ac- 
counting expert of the Commission 
countered with tables showing yields 
of bonds of utilities; the yield to ma- 
turity of Pennsylvania public utility 
securities, approved by the Commis- 
sion between July 1, 1933, and May 7, 
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1937, long term and actually sold for 
cash to nonaffiliated interests ; yield of 
Pennsylvania electric utilities; finan- 
cial and operating statistics of Penn- 
sylvania electric utilities ; money rates, 
and other material information. He 
concluded 5.5 per cent was a reason- 
able rate of return. 

“Tt must be recognized that each 
utility presents an individual problem. | 
The answer does not lie alone in aver- | 
age yields of seemingly comparable 
securities or even in deductions drawn 
from recent sales of issues authorized 
by this same Commission. Yields of 
preferred and common stocks are to 
be considered, as well as those of the 
funded debt. When bonds and pre- 
ferred stocks of well-seasoned compa- | 
nies can be floated at low rates, the | 
allowance of an over all rate return | 
of a modest percentage will bring 
handsome yields to the common stock. 
Certainly the yields of the equity is- 
sues must be larger than that for the | 
underlying securities. In this in- 
stance, the utility operates in a stable 
community, accustomed to the use of 
electricity and close to the capital mar- 
kets, with funds readily available for 
secure investment. Long operation 
and adequate records make forecasts 
of net operating revenues fairly cer- 
tain. Under such circumstances a 6 
per cent return after all allowable 
charges cannot be confiscatory.” 

[2] In order to consider the vari- 
ous factors stated by the courts as 
relevant in determining rate of return, 
the Commission submitted evidence 
through Roger A. McShea, Jr., a su- 
pervising accountant of very consid- 
erable experience, both in public ac- 
counting, and in work for the Com- 
mission’s bureau of accounts. The 
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Commission’s evidence, in the form 
of exhibits and explanations by oral 
testimony, as well as direct testimony, 
consists of studies of bond yields, in- 
duding industrial, railroad, public 
utility, municipal, and United States 
government, covering a period of 
years; yields to maturity of securities 
approved by the Commission subse- 
quent to July 1, 1933; New York 
money rates subsequent to January 1, 
1932; the relationship of earnings to 
market prices on common stocks of 
574 corporations; earnings available 
for interest and dividends on securi- 
ties of Clark’s Ferry Bridge Compa- 
ny, assuming (a) total capitalization at 
fair value of bridge ($767,800), (b) 
various over all rates of return there- 
on, and (c) various interests and divi- 
dend rates ; interest rates paid by banks 
on savings accounts in Harrisburg for 
the 10-year period ending in 1937; the 
past and present capitalization of 
Clark’s Ferry Bridge Company, and 
the extent to which bonds of the com- 
pany have been liquidated ; traffic sta- 
tistics, covering a 10-year period end- 
ing in 1937; the effect of a flood in 
March, 1936; the business of respond- 
ent; the character, type, and location 
of the bridge; the June 8, 1926, re- 
port and order of the Commission at 
Herring v. Clark’s Ferry Bridge Co. 
8 Pa PSC 61, PUR1926D 514, the 
annual reports filed by respondent with 
the Commission from 1925 to 1937, 
inclusive; and certificates of notifica- 
tion filed with the Commission per- 
taining to the issuance of respondent’s 
bonds. 

We deem this evidence pertinent 
and useful, since the crux of the prob- 
lem of determining proper rate of re- 
turn is the practical consideration of 
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how the particular utility will be able 
to compete with others, utilities as 
well as nonutilities, for capital funds. 
In order to determine whether the rate 
of return for respondent will be suffi- 
cient to attract investors in the first 
place, and permit the company to se- 
cure additional funds when needed, it 
is necessary to consider what return 
investors are receiving, and can be ex- 
pected to receive, on investments else- 
where. 


Commission Exhibit No. 1, which 
is a survey of bond yields, issued by 
the United States Department of Com- 
merce, indicates that through 1932, 
1933, 1934, 1935, and 1936, the trend 
in bond yields was consistently down- 
ward. This trend conforms to facts 
so common that the Commission could 
well take judicial notice of them. We 
refer to the so-called ‘‘cheap money” 
market prevalent during the depression 
and continuing today. Thus, in Feb- 
ruary, 1932, when the Commission 
fixed the fair value of respondent’s 
property, the average yield for a pub- 
lic utility issue was 5.49 per cent. Ex- 
cepting a slight rise in January, 1934, 
this figure dropped steadily until in 
January, 1937, it was 4.02 per cent. 
A similar decline occurred in the yields 
of securities of other types of com- 
panies. 

Commission Exhibit No. 2 is espe- 
cially relevant, since it shows the 
yields to maturity of security issues 
approved by the Commission between 
July 1, 1933, to May 7, 1937, where 
the issues were for a term of ten years 
or more, for a fixed return in dollars, 
were of a type generally marketable, 
and were actually sold for cash, to 
nonaffiliated interests. This exhibit 
not only shows that the yield to ma- 
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turity dropped from 6 per cent in 
1933 to 4 per cent in 1937, but that 
the drop was so consistent (excepting 
again for a short period in 1934) that 
we can only conclude that a definite 
downward trend existed at least for 
the 4-year period. Naturally, there 
are exceptions in the case of a few 
companies, but it is notable that after 
1934 the yields on issues of only five 
companies were 5 per cent or more. 
This, in our opinion, indicates a defi- 
nite trend, and it is downward. It is 


common knowledge, as stated above, 
that this downward trend has con- 
tinued until the present time. 


[3] Respondent’s evidence consisted 
chiefly in the testimony of Blair F. 
Claybaugh, whose acquaintance with 
securities began in September, 1929, 
when he became a salesman for a se- 
curities firm. Since 1932 Mr. Clay- 
baugh has conducted his own invest- 
ment business in Harrisburg. He pre- 
sented an exhibit and testified gen- 
erally to the effect that the funded 
debt of toll bridge companies is not 
considered a prime investment. This 
testimony was entirely general. We 
have already pointed out that the 
courts have consistently required the 
consideration of the particular circum- 
stances in each case. The situation of 
respondent, and indeed the other Sus- 
quehanna river bridges, is peculiar and 
different. The Susquehanna river cuts 
the entire state of Pennsylvania in 
two. The large volume of traffic 
through Pennsylvania has made the 
Susquehanna river bridges, particu- 
larly those in Harrisburg and vicinity, 
highly profitable. Consideration of 
the actual situation of identical utili- 
ties, in the vicinity of respondent, is 
far more helpful and significant than 
32 PUR(NS) 


any theoretical study of toll bridges 
throughout the entire country, or even 
over the whole state. 

The records of the Commission, 


and the testimony in this case, cover- 


ing not only respondent but the Har- 
risburg Bridge Company and the Peo- 
ples Bridge Company of Harrisburg, 
disclose that their funded debt (most 
of which has already been retired out 
of earnings) has been secure in the 
highest degree. In addition, all three 
of these companies pay handsome divi- 
dends on their common stocks. In 
1937 Harrisburg Bridge Company 
paid 22.5 per cent, the Peoples Bridge 
Company of Harrisburg paid 36 per 
cent, and respondent itself paid 15 per 
cent. Mr. Claybaugh’s testimony was 
very deficient, with respect to the earn- 
ings of these companies or other com- 
panies. He admitted having no 
knowledge of the return on the com- 
mon stocks of the Harrisburg bridge 
companies, and even of respondent’s 
earnings on its common and preferred 
stocks. His testimony was as fol- 
lows: 


Q. Clark’s Ferry Bridge Company 
has never defaulted on its bonds? 

A. Not to the best of my knowl- 
edge. 

Q. And it has always paid its pre- 
ferred stock dividend, has it not? 

A. I can’t answer that. 

Q. You don’t know of any failure 
to pay the dividend on the preferred 
stock? 

A. I have not made a study of the 
preferred stock. 

Q. Did you make any study of the 
average dividend rate on the common 
stock ? 

A, No, sir. 

Q. For any period? 
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A. For Clark’s Ferry Bridge Com- 
pany? 

Q. That is correct. 

A. No, sir. 

Q. Do you know what the dividend 
rate was on the common stock for the 
year 1937? 

A. No, sir. 

Mr. Claybaugh frankly stated that 
his study “deals principally with orig- 
inal first mortgage bond issues, which 
were sold to the public and omits in 
most cases the equity financing such 
as second liens, preferred and common 
stocks.” In view of the statement of 
Mr. Justice Reed, quoted above, that 
“vields of preferred and common 
stocks are to be considered as well as 
those of the funded debt,” the worth 
of Mr. Blair Claybaugh’s testimony is 
open to serious doubt. 

[4] It appears from the record that 
the average yield on the securities of 


public utilities and other corporations 
has been consistently downward dur- 


ing the past several years. Further, 
the experience of respondent shows 
its bridge to be a venture so profitable 
that, in a comparatively short space 
of time, it has repaid most of its fund- 
ed debt, and has consistently earned 
dividends on its equity stocks. Under 
these circumstances, it is our judgment 
that a return of 6 per cent on the fair 
value of respondent’s property is en- 
tirely proper and reasonable. We base 
this conclusion on all the evidence in 


the case, which we have examined 
carefully. 

Since the annual operating revenues 
heretofore allowed in the amount of 
$90,375, were predicated upon a rate 
of return of 7 per cent, it is necessary, 
in view of our finding that 6 per cent 
is a fair and reasonable rate of return, 
to revise our allowance for annual 
gross operating revenues. This will 
be accomplished by subtracting from 
the figure of $90,375, the sum of $7,- 
678, which leaves an allowable operat- 
ing revenue of $82,697. The subtrac- 
tion of $7,678 represents 1 per cent on 
the fair value of the property fixed in 
the amount of $767,800. 

We state below a tariff for respond- 
ent which will provide annual operat- 
ing revenues in an amount substantial- 
ly below the actual revenues in recent 
years. We have designed this tariff 
with a view to providing additional 
incentive for the present regular pa- 
trons of the bridge and for other pa- 
trons who might be induced to become 
regular patrons by reason of a lower 
schedule of rates than is now avail- 
able. We have retained the 5-cent 
rate for a single passenger car cross- 
ing and, in addition, have provided a 
10-cent ticket rate permitting five 
crossings and a monthly rate of 50 
cents for an unlimited number of 
crossings. Reductions have also been 
provided for trucks, busses, and other 
types of traffic. 
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NEW YORK COURT OF APPEALS 


New York State Electric & Gas Corporation | 


City of Plattsburg et al. 


(— NY —, 24 NE(2d) 122.) 


Municipal plants, § 24.1 — Revenue bonds — Debt limit. i 
1. Revenue bonds sold to the Federal government by a municipality pur- 
suant to the General Municipal Law, to finance the improvement of a sewer 7 
system and to be paid wholly from the revenue to be received from the = 
system, do not constitute an indebtedness of the city and should not be in- ' 
cluded in computing the total amount which the municipality can lawfully 
contract as indebtedness under the state Constitution, p. 116. 

Municipal plants § 24.1 — Bond issue — Debt limit. 


2. Bonds to be issued by a municipality to finance the construction of a | 
power plant constitute an indebtedness of the city, and must be included in 
ascertaining the total amount of indebtedness which the city may lawfully 
contract under the provisions of the Constitution, where such bonds are to 
be paid from the general taxes levied upon all the taxable property within 
the city, p. 116. 


[November 21, 1939.] 


F aerorame by plaintiff and defendant from judgment of appel- 
late division modifying trial court judgment in suit to 
restrain city from issuing and selling bonds for the construction 
of a municipal electric plant; judgment of appellate division 
modified and affirmed as modified. For decision by the appellate 
division, see 256 App Div 732, 12 NY Supp(2d) 318; for 
decision by Supreme Court, trial term, see 168 Misc 597, 6 NY 
Supp (2d) 419. 


¥ 


APPEARANCES: Wallace E. Pierce, Plattsburg desiring to avail itself of 
of Plattsburg, for plaintiff, appellant the opportunity of securing funds 
and respondent; Henry P. Kehoe, from the Federal government, in 
Corporation Counsel, of Plattsburg, March, 1936, started proceedings to 
for defendants, respondents and ap- authorize the construction of a mu- 
pellants. nicipal electric power plant. The com- 

mon council adopted a local law au- 

Husss, J.: The defendant city of thorizing its construction. On May 
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15, 1936, the local law was approved 
by the electors of the city at a special 
election. The proceedings were strict- 
ly in accordance with the provisions 
of Art. 14-A, § 360 et seq., of the 
General Municipal Law (Consol. 
Laws, Chap. 24). The local law fixed 
the estimated cost at $520,000, and 
the maximum cost at not to exceed 
$594,000. It provided a plan for fi- 
nancing the project by means of a 
grant from the Federal Emergency 
Administration of Public Works of 
$234,000, being 45 per cent of the 
estimated cost of $520,000, the bal- 
ance of 55 per cent of $520,000, the 
estimated cost, to be raised by the 
sale of bonds in the amount of $286,- 
000. 

The local law provided that the 
project should be constructed sub- 
stantially in accordance with plans 
approved by the common council and 
on file and subject to inspection It 
also provided that the common council 
should pass the necessary resolutions 
to authorize the issuance, sale, and 
execution of the bonds, which should 
constitute a general obligation of the 
city. In short, the city took the neces- 
sary legal proceedings. The city has 
not advertised for bids for the con- 
struction of the project, made any con- 
tracts therefor or sold any of the 
bonds. 

This action, brought by the plaintiff 
company, is to restrain the city from 
issuing and selling the bonds. The 
trial court decided in favor of the 
plaintiff and enjoined the city from 
proceeding with the undertaking. The 
appellate division modified the judg- 
ment of the trial court and decided 
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that the city might proceed with the 
project, but directed that it could not 
issue bonds for an amount in excess 
of $82,320.54, plus $24,000, if and 
when outstanding bonds in that 
amount are retired in accordance with 
provisions already made therefor. 

The trial court found that the issue 
of bonds to the amount of $286,000, 
the amount necessary under the esti- 
mated minimum cost of construction, 
would result in an indebtedness of the 
city in excess of 10 per cent of the 
assessed valuation of its real property 
and, therefore, that the proposed bond 
issue was in violation of Art. VIII, 
§ 10, of the state Constitution as it 
existed in 1938 (now Art. 8, § 4). 

The appellate division reached the 
conclusion that the city still possessed 
borrowing capacity of $82,320.54 plus 
$24,000 if and when outstanding 
bonds to that amount have been paid 
in accordance with provisions already 
made therefor. It, therefore, decided 
that the city might proceed with the 
project but that it could not issue 
bonds therefor in a greater amount 
than stated. It reached such decision 
upon the ground that the city could 
not be restrained until it had exhaust- 
ed its borrowing power or entered 
upon contracts which disclosed that it 
had contracted beyond its borrowing 
power. 

If we assume that the appellate divi- 
sion was right in holding that the sew- 
er bonds hereafter referred to consti- 
tuted an indebtedness and that the city 
possessed capacity to borrow only 
$82,320.54, we might not be willing 
to agree with the statement that as a 
matter of law this action was pre- 
maturely brought. 
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If, on the other hand, the city pos- 
sessed borrowing capacity of $269,000 
over and above its present indebted- 
ness, an entirely different factual situ- 
ation would be presented. In deter- 
mining the amount of the city’s bor- 
rowing capacity over its present in- 
debtedness it is necessary to decide 
whether certain sewer bonds to the 
amount of $187,000 constitute an in- 
debtedness of the city. 

In 1938 the city, acting under the 
provisions of the General Municipal 
Law, Art. 14-C, § 400 et seq., sold 
to the Federal government sanitary 
sewer revenue bonds to the amount of 
$187,000. The city had a sewer sys- 
tem which was used without charge 
by property owners. Desiring to ex- 


tend and improve its sewer system it 
procured from the Federal govern- 
ment a gift and issued and delivered 
to the Federal government for addi- 


tional funds advanced, the sewer bonds 
in question. The bonds provided that 
they should be paid wholly from the 
revenue received thereafter from the 
sewer system. 

[1] It is conceded that all proceed- 
ings growing out of the issuance of 
those bonds and the construction of 
the sewerage system were in strict ac- 
cordance with law. It is urged by the 
plaintiff, however, that the bonds con- 
stitute an indebtedness of the city and 
should be included with all other con- 
ceded indebtedness of the city in com- 
puting the total amount which the city 
can lawfully contract as indebtedness 
under § 10, Art. VIII of the state 
Constitution as it existed in 1938 
when those bonds were purchased by 
the Federal government. That ques- 
tion has been definitely settled by this 
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court contrary to the contention of 
plaintiff. Section 10, Art. VIII of § 
the state Constitution provides that no } 
city shall be allowed to become in- 
debted to an amount which shall ex- 
ceed 10 per cent of the assessed valua- 
tion of the real property of such city 
subject to taxation. The question here § 
involved arose in the case of Robert- 
son v. Zimmermann (1935) 268 NY § 
52, 196 NE 740, and we decided that J 
bonds issued by “Buffalo Sewer Au- § 
thority” in accordance with the provi- | 
sions of a statute similar to those of § 
the General Municipal Law did not § 
constitute an indebtedness of the city : 
of Buffalo and should not be included § 
with the other indebtedness of the § 
city in computing and fixing the 10 7 
per cent over which the city could not ff 
lawfully become indebted under § 10, § 
Art. VIII of the Constitution. The § 
facts in that case and in the one at bar ; 
differ in minor respects, but the fun- 
damental principles established by the | 


decision in that case are controlling in J 


this. Rochester v. Union Free School 
District of Livonia (1938) 255 App § 
Div 96, 5 NY Supp(2d) 747, af- J 
firmed (1939) 280 NY 531, 19 NE § 
(2d) 928. ( 

[2] An entirely different situation § 
exists in relation to the proposed issue | 
of bonds to the amount of $286,000, 
the proceeds from which are to be J 
used in constructing the proposed new [| 
electric system. Those bonds are to 
be paid, not solely from the revenue 
to be derived from the electric system, 
but from the general taxes levied upon 
all the taxable property within the city. 
They will, therefore, constitute an in- J 
debtedness of the city and must be | 
included in ascertaining the total 
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amount of indebtedness which the city 
may lawfully contract under the pro- 
visions of the Constitution. When so 
considered, after excluding the sewer 
bonds amounting to $187,000, it ap- 
pears that the city has a leeway of 
$269,000 before reaching the debt lim- 
it. The proposed issue of bonds for 
the electric system for $286,000 is, 
therefore, only $17,000 more than the 
present debt limit of the city. The 
estimated cost of the proposed electric 
system to be constructed in substan- 
tial compliance with the plans on file 
is $520,000. It may appear later that 
the system may be constructed in sub- 
stantial compliance with such plans for 


at least $17,000 less than the estimated 
costs. If so, the bonds required to be 
issued would not exceed the city debt 
limit. Or it may happen that prior to 
the time for issuing the bonds the debt 
limit of the city may have in some way 
been increased. 

The judgment of the appellate divi- 
sion should be modified by providing 
that the present debt limit of the city 
is $269,000 instead of $82,320.54 and 
as so modified affirmed, without costs. 


Crane, C. J., and Lehman, Lough- 
ran, Finch, and Rippey, JJ., concur. 


O’Brien, J., taking no part. 
Judgment accordingly. 





MISSOURI PUBLIC SERVICE COMMISSION 


Raytown Water Company 


Vv. 


Independence Waterworks Company 


[Case No. 9316.] 


Monopoly and competition, § 39 — Service across boundary — Water. 
Customers who can secure water service at a lower relative cost from the 
utility authorized to serve the adjoining territory than from the utility serv- 
ing the territory wherein they reside should be permitted to do so until the 
territory in which the customers reside is developed to the extent that satis- 
factory service can be rendered by the utility authorized to serve them. 


[December 30, 1939.] 


— of water company that another water company 

is unlawfully serving the area which it is authorized to 

serve; rule set out in accordance with opinion and territory 
outlined, 
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By the Commission: By its order 
entered herein on the 5th day of June, 
1937, supplemental to its report and 
order issued on the 3rd day of June, 
1937, the Commission fixed a dividing 
line between the Independence Water 
Works Company and the Raytown 
Water Company by the following de- 
scription : 

“Beginning at the east city limits of 
the city of Kansas City approximately 
midway between Leeds road and Ray- 
town road and extending eastwardly 
somewhat midway between the two to 
County Highway 4E, thence to a point 
4 mile north of the southeast corner of 
section 20, township 49 E, range 32 
W, thence eastwardly in a direct line 
to the southeast corner of section 21, 
township 49, range 32, thence south- 
eastwardly parallel to U. S. Highway 
40 to the east line of section 27, thence 


south along said section line to a point 
directly west of the Jackson County 
Home, terminating at the southwest 
corner of section 14, township 49, 
range 32, in Jackson county, Mis- 
souri.” 


Of recent date the Raytown Water 
Company has complained informally 
that the Independence Water Works 
Company has been violating the order 
of the Commission by furnishing wa- 
ter service to customers whose prem- 
ises are located in the territory as- 
signed to it, the Raytown Company. 
The parties appeared informally on 
December 19, 1939, before this Com- 
mission for a conference. At that 
conference the following stipulation 
was entered into by the two water 
companies: 

“This is a conference wherein the 
32 PUR(NS) 


Raytown Water Company appears by & 
its president, Dr. Samuel J. T. Davis, 
counsel for the Raytown Water Com- & 
pany, Mr. Carson Cowherd, engineer, © 
Mr. Sidney Davis of the Raytown § 
Water Company, Mr. N. A. Gallagher @ 
as manager of the Independence Wa- | 
terworks Company and Harvey Bur- F 
rus, attorney, and Mr. Alonzo H. 
Gentry, appearing for the reason that 7 
his property is the subject of contro- 7 
versy. 

“Tt is stipulated and agreed between | 
the companies and the respective coun- |] 
sel that the description set out in the | 
supplemental report and order pur- | 
porting to define the boundaries be- | 
tween these two companies as made by | 
the Commission on June 5, 1937, in | 
Case 9316 may be interpreted by the 7 
Commission and the legal description | 
of a dividing line between the Ray- [| 
town Water Company and Independ- [ 
ence Waterworks Company, as set out | 
in that order, may be interpreted and 
fixed by the Commission and set out 
on a map described as a general high- 
way and transportation map of Jack- 
son county, Missouri, and identified 
by the initials of the Independence 
Waterworks Company and Raytown 
Water Company thereon. When so 
interpreted by the Commission a copy 
shall be furnished to both the Ray- 
town Water Company and the Inde- 
pendence Waterworks Company. 

“Dated at Jefferson City this 19th 
day of December, 1939.” 

In order that the parties may be 
better informed the Commission has 
had the dividing line between the two 
companies delineated on a map of 
Jackson county by one of its engineers 
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7 and the description of the line more 


fully placed upon the map as he has 
drawn the line thereon. The descrip- 
tion of the line as so drawn reads as 
follows : 

“Beginning at a point on the east 
line of the city limits of Kansas City 
1,245 feet north of intersection of the 
east city limits of the city of Kansas 
City with the center line of U. S. 
Highway 40 in section 19, township 
49 north, range 32 west, and extend- 
ing in a straight line to a point on the 
center line of County Highway 4E, 
397 feet north of the south line of sec- 
tion 20; thence in a direct line to a 
point on the east line of section 20 
1,320 feet north of the southeast cor- 
ner of said section 20, township 49 
north, range 32 west; thence east by 
south in a direct line to the southeast 
corner of section 21, township 49 
north, range 32 west, thence in a 
southeastwardly direction, parallel to 
U. S. Highway T. R. 40 to the east 
line of section 27, township 49 north, 
range 32 west, thence south along said 
section line to a point directly west of 
the Jackson County Home, terminat- 
ing at the southwest corner of section 
14, township 49 north, range 32 west, 
in Jackson county, Missouri.” 

The conference also brought out the 
problem that has arisen from time to 
time and may again present itself in 
the future. That problem is the cause 
of the complaint that is now before 
the Commission. Namely, that there 
are prospective customers located near 
the dividing line who may be unable 
to secure water from the company in 
whose territory his premises happens 
to be located, but for whom water 
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service is available from the company 
serving the area just across the divid- 
ing line. 

The incident before the Commis- 
sion in the conference was that a Mr. 
Gentry was able to construct a water 
line of his own across his own prop- 
erty a short distance, thereby securing 
service from the Independence Water- 
works Company. The water from the 
Raytown Water Company was ap- 
proximately one-half mile away. He 
installed a water line from his prem- 
ises into the area of the Independence 
Waterworks Company and is receiv- 
ing water from that company. 

The Commission is of the opinion 
that it should determine the procedure 
that the two companies should follow 
under such conditions. Its opinion is 
that customers should be permitted to 
secure the water service from the util- 
ity in the opposite territory from 
where it can be secured at a lower rela- 
tive cost with the understanding that 
the service should continue to be ren- 
dered by the utility in the opposite ter- 
ritory until the territory in which the 
customer or prospective customer is 
located is developed to the extent that 
the service can be rendered under 
proper conditions by the company in 
which he is located. 

The utility in which the customer is 
located may then render the service 
after the utility has made the neces- 
sary connection between the custom- 
er’s premises and its water system at 
no cost to the customer. On this in- 
formation, the Commission finds that 
it should rule further upon the ques- 
tions in controversy. 

32 PUR(NS) 





MISSOURI PUBLIC SERVICE COMMISSION 


It is, therefore, 

Ordered: 1. That the dividing line 
between the Raytown Water Compa- 
ny and the Independence Waterworks 
Company be further interpreted and 
described as follows: 


“Beginning at a point on the east 
line of the city limits of Kansas City 
1,245 feet north of intersection of the 
east city limits of the city of Kansas 
City with the center line of U. S. 
Highway 40 in section 19, township 
49 north, range 32 west, and extend- 
ing in a straight line to a point on the 
center line of County Highway 4E, 397 
feet north of the south line of section 
20; thence in a direct line to a point 
on the east line of section 20, 1,320 
feet north of the southeast corner of 
said section 20, township 49 north, 
range 32 west; thence east by south in 
a direct line to the southeast corner of 
section 21, township 49 north, range 
32 west, thence in a southeastwardly 
direction, parallel to U. S. Highway 
T. R. 40 to the east line of section 27, 
township 49 north, range 32 west, 
thence south along said section line to 
a point directly west of the Jackson 
County Home, terminating at the 
southwest corner of section 14, town- 
ship 49 north, range 32 west, in Jack- 
son county, Missouri.” 

The description of the dividing line 
is further defined by the map filed 
herein signed by the Raytown Water 
Company and the Independence Wa- 


terworks Company, December 19, 
1939, which map is hereby referred to 
and made a part hereof. 


Ordered: 2. It is further ordered; 
that the Raytown Water Company and 
the Independence Waterworks Com- 
pany shall permit any prospective cus- 
tomer located in the territory across 
the dividing line herein described to 
secure water service from the company 
in the opposite territory of the pro- 
spective customer when said prospec- 
tive customer shall extend a water line 
from his premises to the system of the 
water company in the opposite terri- 
tory and render service until such time 
as the water company in which the 
customer is located may be in a posi- 
tion to connect said customer to the 
other water system at no cost to said 
customer. 


Ordered: 3. That this order shall 
take effect ten days after the date here- 
of, and that the secretary of the Com- 
mission shall forthwith serve on all 
parties interested herein, a certified 
copy of this report and order, together 
with a copy of the map referred to and 
made a part ordered: 1; and that the 
applicant and all other interested par- 
ties shall notify the Commission be- 
fore the effective date of this report 
and order, in the manner prescribed by 
§ 25 of the Public Service Commission 
Law (§ 5145 R. S. Mo. 1929), wheth- 
er the terms of this order are accepted 
and will be obeyed. 
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MONTANA PUBLIC SERVICE COMMISSION 


Re Montana-Dakota Utilities Company 


[Docket Nos. 3068-3070, Report and Order No. 1752.] 


Rates, § 649 — Hearing and notice. 


1. The Commission must give the public and the utility reasonable notice 
of a hearing to determine the reasonableness of rates, since justice requires 
that all parties to the proceeding have a reasonable opportunity to prepare 
and present their respective interests, p. 125. 


Procedure, § 23 — Hearing and notice — Discretionary Commission powers. 


2. What constitutes reasonable notice to the public and the utility before 
hearing is discretionary with thc Commission, provided that notice is at least 
given in strict conformity to the statutes, p. 125. 


Rates, § 649 — Hearing and notice — Purpose. 


3. A notice of public hearing on utility rates, while not governed by the 
technical rules of pleading, should apprise the public and the utility as to 
what is in issue, p. 125. 


Rates, § 649 — Hearing and notice — Sufficiency. 


4. A notice of public hearing on utility rates should not contain views of 
the Commission as to what evidence the utility or the public should offer 
relative to the reasonableness or unreasonableness of the rates, that being 
strictly a function for the parties, p. 126. 


Rates, § 32 — Commission functions — Parties. 
5. The Commission is not a party to a rate proceeding before it, but sits as 
an administrative body fairly and impartially to weigh the evidence and then 
determine whether or not rates are reasonable, p. 126. 
Rates, § 1 — Nature of rate making. 
6. Each rate case stands upon its own facts and it must be recognized that 
each utility presents an individual problem, p. 127. 
Return, § 9 — Fair value basis — Right to earn. 
7. A public utility is entitled to earn a fair and reasonable return on the 
present value of its property used and useful in the public service, p. 127. 
Rates, § 120 — Reasonableness. 
8. A gas consumer need pay only a reasonable rate, p. 127. 


Depreciation, § 6 — Right to allowance. 
9. A utility is entitled to earn a reasonable sum for the depreciation of its 
property, p. 127, 
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Valuation, § 81 — Depreciation — Use of funds. 
10. Depreciation should always be considered in determining the value of 
utility property for rate-making purposes, but it should only be considered 
for the purposes for which it is intended and a depreciation fund is not to 
be used as a utility decides, p. 127. 

Expenses, § 23 — Capital expenditures. 
11. A utility customer is not required to pay through rates the amount ex- 
pended by the utility for its plant, p. 127. 

Depreciation, § 45 — Use of funds — Bond interest. 
12. Depreciation should not be permitted to be used to pay interest on a 
utility’s bonded indebtedness, p. 127. 

Return, § 101 — Reasonableness — Natural gas. 


13. A return of 5.29 per cent based upon the present value of natural gas 
property used and useful in the public service was held to be reasonable, p. 
128. 


Return, § 101 — Reasonableness — Book value basis. 


14. A return of 6.23 per cent based on the net book value of natural gas 
property was held to be reasonable, p. 128. 


[January 17, 1940.] 


[ meee on order to show cause why natural gas rates 


should not be reduced; rate schedule prescribed in ac- 
cordance with opinion. 


¥ 


APPEARANCES: Roy H. Glover, pany, a corporation, to it consumers in 


Great Falls, John C. Benson and 
Armin Johnson, Minneapolis, Minne- 
sota, Attorneys, representing Mon- 
tana-Dakota Utilities Company; E. 
W. Doyle, Attorney, Conrad, repre- 
senting natural gas consumers ; George 
Bartholomew, Auditor, for the Com- 
mission; C. F. Bowman, Chief Engi- 
neer, for the Commission; John W. 
Bonner, Counsel, for the Commission. 


By the Commission: Pursuant to 
complaints filed with this Commission 
relative to the gas rates charged by 
the Montana-Dakota Utilities Com- 
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Conrad, Choteau, and Valier, Mon- 
tana, this Commission issued an order 
to show cause directed to the said util- 
ity requiring the utility to appear be- 
fore the Commission and show cause 
why the gas rates charged by it in the 
aforesaid towns should not be reduced. 
The order to show cause was return- 
able on August 18, 1939. On August 
18, 1939, a public hearing was had in 
Conrad, Montana, on the order to 
show cause and after some evidence 
was introduced on the said date, the 
hearing on the order to show cause was 
continued by the Commission to Sep- 
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tember 21, 1939. It should be pointed 
out that the hearing place on the order 
to show cause for Conrad, Choteau, 
and Valier, Montana, was at Conrad, 
Montana, on the dates mentioned; 
hence, all evidence introduced on the 
days mentioned had to do with the rea- 
sonableness of the gas rates charged 
by the utility to its consumers in the 
aforesaid towns. 

The Montana-Dakota Utilities 
Company serves natural gas to con- 
sumers in its so-called “Conrad divi- 
sion.” The Conrad division consists 
of the towns of Conrad, Choteau, 
Valier, Gallup City, and farm lines 
tributary to Conrad and Choteau. 
Conrad has a population of approxi- 
mately 1,499 persons and approxi- 
mately 400 patrons of the utility. 
Choteau has a population of approxi- 
mately 926 persons and approximately 
250 patrons of the utility. Valier has 
a population of approximately 575 
and the utility has approximately 150 
patrons in this town. Gallup City has 
about 2 patrons of the utility. The 
utility has approximately 30 consum- 
ers receiving gas service from the 
gas lines tributary to Conrad and 
Choteau. 

The utility procures its natural gas 
which it sells to its rural consumers 
and consumers in Conrad, Choteau, 
Valier, and Gallup City from a gas 
field known as the Kevin Sunburst 
field in northern Montana. 

The total length of the main pipe 
line from the gas field to Choteau is 
62.385 miles. From this main line 
there is 4.081 miles of 3-inch pipe 
which is used to furnish gas for Gallup 
City. From the main line also a 4- 


inch line serves Valier and is approxi- 
mately 14 miles in length. 

The rates charged by the utility to 
its consumers in the Conrad division 
are as follows: 


General Purposes 


Available for: Cooking, water heating, and 
heating purposes. Rate: 


. per mo.—60¢ per M cu. 
“ “ —52¢ “ “ “ “ 


First 5M cu. 
Next .5:° “ 
Next 90“ “ —45¢ “ 
Next 100 “ “ —42¢ “ 
Next 100 “ “ —37¢ “ 
Over 300 “ “ —32¢ “ 
Minimum Bill: $1.50 minimum bill per month. 


At the beginning of the hearing the 
utility made a motion to dismiss the 
proceeding on various grounds, chief 
of which was that the utility did not 
have adequate notice within which to 
prepare for the hearing. The utility 
also objected that it could not ascer- 
tain from the order to show cause just 
what it was expected to produce in the 
way of evidence. It should be point- 
ed out relative to these objections that 
the evidence shows that Mr. Bartholo- 
mew, auditor for the Commission, 
went to Minneapolis, Minnesota, and 
procured evidence from the original 
records of the utility’s main place of 
business in said city for the purpose of 
this rate hearing. This was in the 
month of June, 1939. The evidence 
further shows that Mr. Bartholomew 
at that time met with the representa- 
tives of the Montana-Dakota Utilities 
at their headquarters in Minneapolis 
and informed them as to the reason 
why he wanted to procure data from 
its records. In other words, the util- 
ity was informed in June, 1939, that 
a rate hearing was to be held at Con- 
rad, Montana, involving the rates 
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charged by the utility to its consumers 
in its Conrad division. The evidence 
in this case further shows that as early 
as the latter part of April or first part 
of May, 1939, that Mr. Gamble and 
Mr. Scott, who are officials of the util- 
ity, met with certain representatives 
of the consumers representing Con- 
rad, Choteau, and Valier with the view 
of arriving at some reduction in rates 
and that no reductions were arrived at 
at that time. This evidence was not 
refuted. It is apparent from the fore- 
going that the utility knew as far back 
as May, 1939, that a rate hearing was 
to be held by this Commission involv- 
ing the gas rates charged by the utility 
in its Conrad division. The motion 
for dismissal was taken under advise- 
ment by the Commission and the hear- 
ing proceeded. It should be further 


pointed out that after the hearing of 


September 21, 1939, at Conrad, Mon- 
tana, that the Commission, upon the 
request of the utility, set a further 
hearing at Helena, Montana, on the 
2nd day of October, 1939, for the pur- 
pose of permitting the utility to in- 
troduce rebuttal evidence in this case 
if it so desired. Before the time set 
for said hearing the utility advised the 
Commission that it did not care to in- 
troduce any further evidence in the 
case. 

At the hearing the utility claimed 
that the original cost of its property 
in the Conrad division was $487,525.- 
43. No evidence was introduced by 
the utility which was in itself pertinent 
in determining the value of the utility 
upon which the Commission could fix 
a reasonable return. The engineer for 
the Commission fixed the value of the 
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utility for rate-making purposes at | 
$262,959, using the method known as 
reproduction new less accrued depre- 
ciation. The auditor for the Commis- 
sion after making a detailed study of 
the original records of the utility for 
the Conrad division arrived at a net 
book value of $223,239.90, as of the 
date of the hearing. The evidence 
shows that on June 7, 1933, the utility 
advised this Commission during a con- 
troversy relative to rates charged by it 
in its Conrad division, that its book 
value for the Conrad division as of 
December 31, 1932, was $455,079.37. 
At the same time the utility advised the 
Commission that its balance in the de- 
preciation reserve account for the Con- 
rad division was $83,815.09. The au- 
ditor for the Commission in arriving 
at the net book value named, took in- 
to consideration the utility’s letter of 
June 7, 1933, wherein the Commission 
was advised that the gross book value 
of the utility as of December 31, 1932, 
was $455,079.37. The auditor for the 
Commission then, in arriving at the 
net book value of the utility, used the 
book figure of $455,079.37 as a base 
and procured his later figures in ar- 
riving at his net book value from the 
annual reports submitted by the utility 
to the Commission from and including 
the year 1933 up to and including the 
year 1938, as well as from the books 
and original records of the utility. It 
was admitted by the utility that a part 
of its depreciation fund has gone to 
pay interest on bonded indebtedness. 
How much of this depreciation fund 
has gone for this purpose we do not 
know. 

It should also be observed that the 


124 





RE MONTANA-DAKOTA UTILITIES CO. 


utility in no way attempted to refute, 
by competent evidence, the valuation 
placed on the utility by the Commis- 
sion’s engineer, nor did the utility in 
any way attempt to refute the net book 
value of the utility given by Mr. Bar- 
tholomew, auditor for the Commis- 
sion. 

The books of the utility show that 
in 1937 its gross revenue for the Con- 
rad division was $93,273.55 and for 
1938 the gross revenue for the said 
division was $89,093.71. The records 
of the Commission now show that for 
1939 the gross revenue was $90,323.- 
98 or $1,230.27 more than the gross 
revenue derived for the utility in 1938. 
After taking into consideration all ex- 
penses of the utility, including taxes, 
operating expenses, depreciation, al- 
location of Minneapolis office expense, 
etc., we find that the books of the util- 
ity show a net operating revenue for 
the Conrad division of $20,832.86 for 
1937 and $12,601.07 for 1938. It is 
thus apparent that the average net op- 
erating revenues for 1937, 1938 of the 
utility for its Conrad division was 
$16,716.96. 

[1,2] Before a hearing is held in de- 
termining the reasonableness of utility 
rates the public and the utility should 
be given reasonable notice of the hear- 
ing by the Commission. Justice re- 
quires that all parties to the proceed- 
ing have a reasonable opportunity to 
prepare and present their respective in- 
terests. 

What constitutes reasonable notice 
to the public and the utility before a 
hearing in our opinion is discretionary 
with the Commission, provided, how- 
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ever, that notice is at least given in 
strict conformity to the statutes. 

Section 3897, Revised Codes of 
Montana, 1935, provides that upon in- 
vestigation or hearing by this Com- 
mission relative to utility rates or serv- 
ice that the utility and the complain- 
ants must be given at least ten days’ 
notice of the time when and where 
such investigation and hearing will be 
held, at which hearing or investiga- 
tion both the complainants and the 
utility shall have the right to appear 
by counsel or otherwise, and be fully 
heard. 


The records in this case show that 
this Commission caused a notice of the 
hearing to be served on the public and 
the utility stating that the hearing 
would be held at Conrad, Montana, on 
August 18, 1939, and that on the re- 
quest of the utility and with its consent 
the other dates for further hearings 
in this case were set. On July 27, 
1939, the utility received the show 
cause order setting this case for hear- 
ing. It is obvious, therefore, that the 
utility had at least twenty-two days 
actual notice of the hearing. Further- 
more, the evidence in the case conclu- 
sively shows that the utility knew in 
May, 1939, that a hearing on the rates 
involved in this case would be held by 
this Commission. 


[3] A notice of public hearing on 
utility rates should apprise the public 
and the utility as to what is in issue. 
However, such a notice in our opinion 
is not governed by the technical rules 


of pleading. In this case the notice 
of hearing recited in substance that be- 
cause of complaints made to this Com- 
mission directed against the reason- 
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ableness of the natural gas rates 
charged by the utility for the furnish- 
ing of natural gas for commercial and 
domestic purposes to consumers in and 
about Conrad, Choteau, and Valier, 
and all consumers in the Conrad divi- 
sion, that a public hearing would be 
held before the Commission at Con- 
rad, Montana, on August 18, 1939, at 
9 o’clock A.M. on said date, at which 
hearing a complete investigation of the 
reasonableness of the rates, tolls, 
charges, and schedules then in effect 
and then being charged by the utility 
for natural gas for commercial, do- 
mestic, and other purposes to all per- 
sons and corporations served by the 
utility in and about Conrad, Valier, 
and Choteau, Montana, would be made 
if the circumstances warranted. The 
notice further recited that the hearing 
would be continued from day to day 
until a thorough investigation would 
be made of all such rates, tolls, 
charges, and schedules, and the utility 
was directed on the date mentioned 
then and there to show cause why an 
order should not be made substantially 
reducing such rates, tolls, charges, and 
schedules in said towns. The order 
further recited that at such hearing 
an investigation would be made by the 
Commission relative to the character 
and adequacy of the services fur- 
nished by the utility to the consumers 
in said towns as well as to the quality 
of the natural gas furnished to said 
consumers by the utility. 

Section 3897, Revised Codes of 
Montana, 1935, does not specify any 
type of particular notice to be given 
the public or the utility of a hearing 
involving rates or services. ‘The stat- 


ute does, however, give the Commis- 7 
sion a right to hold a public hearing | 
upon complaints where “any of the | 
rates, tolls, charges, or schedules, or 7 
any joint rate or rates, are in any way | 
unreasonable or unjustly discrimina- | 
or that any service is in- J 


tory, 
adequate.” 


[4,5] We believe that the aforesaid | 
notice amply apprised the parties of J 
what was to be investigated at the | 
The utility con- | 
cerned here has been engaged in vari- | 
ous rate hearings and it is significant [ 
that it is the utility who is complaining | 


hearing involved. 


about the notice rather than members 


of the public who are not generally § 
engaged in rate hearings as is this par- § 


ticular utility. Certainly this utility 
and its counsel should know what evi- 
dence to present at a rate hearing un- 
der such a notice as given in this case. 
We do not believe that a notice of a 
public hearing concerning rates should 
contain views of the Commission as 
to what evidence the utility or the pub- 
lic should offer relative to the reason- 
ableness or unreasonableness of rates. 
That function is strictly one for the 
parties. It must always be remem- 
bered that the Commission is not, 
strictly speaking, a party to the pro- 
ceeding but sits as an administrative 
body to fairly and impartially weigh 
the evidence and then determine 
whether or not the rates are reasonable 
or unreasonable. 

Because of the aforesaid reasons we 
do not believe that the motion made by 
the utility to dismiss is well taken and 
we, therefore, overrule the same. In 
a case where we recently ruled the same 
as here on this point, see Re Montana- 
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RE MONTANA-DAKOTA UTILITIES CO. 


1 Dakota Utilities Co. (1939) 31 PUR 
(NS) 229. 


[6] Each utility case stands upon 
its own facts and it must be recog- 
nized that each utility presents an in- 
dividual problem. Driscoll v. Edison 
Light & P. Co. (1939) 307 US 104, 
83 L ed 1134, 28 PUR (NS) 65, 59 
& Ce 735. 

[7] We have heretofore held that 
a utility is entitled to earn a fair and 
reasonable return on the present value 
of its property used and useful in the 
public service. Re Montana-Dakota 
Utilities Co. supra; Re Scott Water 
Plant (1939) 31 MUR —, 31 PUR 
(NS) 124; Re Citizens Gas Co. 
(1938) 31 MUR —, 26 PUR (NS) 
465; Re Billings (1938) 31 MUR—, 
23 PUR (NS) 442, Re Horning 
(1938) 31 MUR —, 24 PUR (NS) 
462; Miles City v. Montana-Dakota 
Utilities Co. (1938) 31 MUR —, 26 
PUR (NS) 358; Consumers v. Sal- 
tese Electric Light & Water Co. 
(1938) 31 MUR —, 26 PUR (NS) 
333; Customers v. Kevin Gas Dis- 
tributing Co. (1938) 31 MUR —, 26 
PUR (NS) 327; Re Big Horn Oil & 
Gas Develop. Co. (1938) 31 MUR 
—, 27 PUR (NS) 41; Re Great 
Northern Utilities Co. (1938) 31 
MUR —, 26 PUR (NS) 393. See 
also Great Northern Utilities Co. v. 
Public Service Commission, 88 Mont 
180, PUR 1930E 134, 293 Pac 
294. 

[8] And we have heretofore held 
that a gas consumer need only pay a 
reasonable rate. Re Montana-Dakota 
Utilities Co. supra; Re Big Horn Oil 
& Gas Develop. Co. supra; Re Billings, 
supra. 
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[9-12] In our opinion this utility 
is not using its depreciation fund for 
the purpose intended by good account- 
ing practices and as governed by legal 
principles. To begin with, in order 
that the property of the utility be prop- 
erly maintained and that the value up- 
on which the return is based may not 
be lessened, a utility is, therefore, en- 
titled to earn a reasonable sum for the 
depreciation of its property. Further- 
more, depreciation should always be 
considered in determining the value of 
the utility’s property for rate-making 
purposes. However, in so considering 
depreciation it should be only consid- 
ered for the purposes for which it is 
intended and is not to be used as a 
utility so decides. A patron of a utility 
is not required to pay through rates 
the amount expended by the utility for 
its plant. Oklahoma Nat. Gas Co. v. 


Corporation Commission (1923) 90 
Okla 84, PUR 1924A 132, 216 Pac 
917. 


In our opinion depreciation should 
not be permitted to be used for the pur- 
pose of paying interest on its bonded 
indebtedness, but should be used for 
the purpose intended. Louisiana R. 
Commission v. Cumberland Teleph. & 
Teleg. Co. (1909) 212 US 414, 424, 
53 L ed 577, 29 S Ct 357. 


In reviewing the evidence in this 
case, and after considering all the facts 
and circumstances involved, and after 
taking into consideration everything 
pertaining to the value of this utility 
as far as its Conrad division is con- 
cerned, we are of the opinion that the 
following rates will yield to the utility 
a fair and reasonable rate on the pres- 
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ent value of its property used and use- 
ful in the public service in its Conrad 
division. 
General Purposes 

Available for: Cooking, water heating, and 
heating purposes. Rate: 
First 20M cu. 
Next “80°* 
Next 100 “ i 
Next 100 “ “ “ —37¢ “ “ 


Over 300 “ ee. a 
Minimum Bill: $1.50 minimum bill per month. 


ft. per mo.—50¢ per M cu. ft. 
“ce “ —45¢ “ “ “ “c 


“ 42¢ “ “ 


[13] The above rates will result in 
a reduction of $2,804.76 in the operat- 
ing revenue of the utility. Now then, 
taking the rate base of the utility to be 
$262,959 which we believe is the pres- 
ent value of the property of the utility, 
used and useful in the public service, 
in the Conrad division as testified to 
by the Commission’s engineer Bow- 
man and which value is based also in 
our estimation upon all of the evidence 
introduced in the case, the aforesaid 


rates would yield a return of 5.29 per 
cent, which rate of return we deem | 
reasonable. 

[14] It is obvious that if we take 
the net book value of the utility, which | 
figures are taken from the records of | 
the utility and from the annual reports 
of the utility filed with this Commis- § 
sion, that the net book value does not 
exceed $223,239.20 as testified to by § 
Mr. Bartholomew, auditor for the § 
Commission. This being so, it is ap- | 
parent that the rates herein named will | 
yield to the utility a return of 6.23 per § 
cent based on the net book value of the § 
utility which rate of return we deem | 
to be reasonable. 4 

The aforesaid rates shall become } 
effective February 1, 1940. : 

An appropriate order will be en- | 
tered. 
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BETTER PRODUCTS... 


because Cities Service 


knows your problems! 


Cities Service Oil Company engineers are concentrating 
their efforts daily on solving the various lubrication 


problems with which industry is faced. 


Wherever moving surfaces come together, no matter 
what the speed or load, Cities Service can recommend 
authoritatively the correct lubricants to use. Whether 

you need heavy greases for 
massive gears or the lightest 
of oils for delicate precision 
machines, Cities Service is 


ready to fill your every need. 


Cities Service engineers will 
be glad to discuss your lubrica- 


tion problems with you. 


CITIES SERVICE INDUSTRIAL OILS 


Compressor Oils Marine Engine Oils 

Cutting Oils Quenching and Tempering Oils 
Diesel Engine Oils Sewing Machine Oils 

Cylinder Oils Spindle Oils 

Star Ice Machine Oils Transformer Oil 

Leather Finishing Oils Turbine Oils 

Loom Oils Wool Oils 


Hour of Stars—The Cities Service Concert with Lucille Manners, Ross Graham, 
the Cities Service Orchestra and Singers under the direction of Frank Black, broad- 
cast every Friday evening at 8 P.M., E. S. T., over the N. B. C. Red Network. 
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Selected 


Industrial Progress 


information about manufacturers, 


new products, and new methods. Also news on 
personnel changes, recent and coming events. 


Commonwealth Edison Plans 
Extensive Building Program 


HE Commonwealth Edison Co. has under 

consideration an extensive program of 
construction which should place its system 
in a position to meet, not only normal growth, 
but also extraordinary increases in power re- 
quirements, according to a recent announce- 
ment. 

Two major projects now under construction 
are the addition of 105,000 kilowatts generat- 
ing capacity at its Powerton Station near 
Pekin, IIl., and a 50,000-kilowatt high pres- 
sure topping unit and additional boiler ca- 
pacity at its Northwest Station in Chicago. 
Installation of a 25,000-kilowatt high pressure 
topping unit and additional boiler capacity 
at the Joliet, Ill., station of Public Service 
Co. of Northern Illinois, a subsidiary, has 
been authorized. 


Elliott Company Appoints 
Peterson to Direct Sales 


H. Peterson, who for the past two years 
*has been assistant to the president in co- 


V 


Ordinating sales activities, has been named 
general sales manager of the Elliott Company, 
Jeannette, Pa. Mr. Peterson has been with the 


Elliott Company since 1925. He served as 
sales engineer in the Pittsburgh office and dis- 
trict manager of the Rochester and Washing- 
ton, D. C., offices before returning to Jeannette 
in 1938. 


Gas Exhibits, Inc. Announce 
New Officers and Directors 


apn of the 1940 officers and members of 
the board of directors of Gas Exhibits, 
Inc., which sponsors the “Court of Flame” 
exhibit at the New York World’s Fair has 
been announced from the organization’s na- 
tional headquarters at 4 Irving Place, New 
York City. This year’s board is somewhat 
larger than that of 1939, with seven newly- 
elected members and eighteen members re- 
elected. 

Hugh H. Cuthrell, vice-president of the 
Brooklyn (N.Y.) Union Gas Company, was 
re-elected president. H. N. Ramsey, president 
of the Welsbach Company, Gloucester City, 
N. J., who was on the board in 1939, was 
elected vice-president; N. T. Sellman, assist- 
ant vice-president of the Consolidated Edison 
Company of New York, was re-elected trea- 


surer, and Charles Nodder, of New York, was 
elected secretary and comptroller. 

The officials and board members of Gas Ex- 
hibits, Inc. comprise executives of leading 
American gas utilities and manufacturers of 
gas appliances and accessory equipment. 


Byron Weston Issues Magazine 
Devoted to Paper 


vas. © Senge Papers” a magazine devoted to 
the interests of buyers, users and con- 
verters of fine paper is being issued by Byron 
Weston Company, Dalton, Mass. This booklet 
contains brief, informative articles on the 
efficient selection and purchase of ledger, in- 
dex, bond and machine accounting papers ; up- 
to-the-minute reviews of important technical 
developments; inside information on _ the 
standards, requirements and buying practices 
of important users of paper; practical sug- 
gestions for improving forms and record keep- 
ing systems; useful information about print- 
ing, lithographing, engraving, ruling, binding 
and other converting processes; and similar 
information bearing on the selection, purchase 
or efficient and economical use of fine papers. 

“Weston Papers” is published regularly by 
Byron Weston Company. Free subscription 
will be entered upon request direct to the 
Company. 


District Sales Meetings Held by 
Meter and Valve Companies 


HE final meeting in a series of district 

gatherings for the salesmen of the Pitts- 
burgh Equitable Meter Company and Merco 
Nordstrom Valve Company was held at the 
factory in Pittsburgh during the week of 
February 19th with representatives from the 
Pittsburgh and Buffalo sales offices in at- 
tendance. 

Starting early in January with a meeting in 
Tulsa, the company has, at weekly intervals, 
held sales meetings in each district office. Each 
meeting was conducted by Captain A. E. 
Higgins, vice president and sales manager, 
who outlined to district men the sales ob- 
jectives and merchandising plans for 1940. 
Chief Engineer A. D. MacLean presented the 
engineering aspects of recently introduced or 
improved products and open discussions were 
held under the direction of factory men in 
order that every salesman would be fully in- 
formed. , 

The representatives from the factory in 
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SE — SERVICE 


lve R.& I. E. centralized Service for the 
hole job — complete substation design 
nd equipment. There is a big advantage 
Jo putting the entire problem under one 


responsibility. 


ij In R. & I. E., the Public Utilities have 


Hound engineering ability to cope with 


wery outdoor and indoor switching prob- 
km. Here are complete design and manu- 


lacturing facilities under one roof. 


From the layout to the lines, R. & I. E. 
offers the benefit of twenty-five years ex- 
perience. 


RAILWAY& INDUSTRIAL 


ENGINEERING CO. 
GREENSBURG, PA. 
Sales offices in principal cities 


ECONOMICAL 
LINE CLEARING 


by methods best suited 
fo your particular 
requirements 


ASPLUNDH 


TREE EXPERT COMPANY 
Home Office JENKINTOWN, PA. Osontz 3750 


Columbus, Ohio 
Adams 5432 


Chicago, Illinois 
Randolph 7100 


La 


Alexandria, Va. 
Alexandria 3581 


Binghamton,N.Y 
Binghamton 4-5314 


Write for our illustrated booklet: 
““‘LINE CLEARING”’ 
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P. U. R. QUESTION 
SHEETS 


AN EDUCATIONAL OPPORTU- 
NITY for public utility men. A 
fortnightly quiz of ten questions 
and answers on practical financial 
and operating questions discussed 
and decided by the State and 
Federal Commissions and Courts 
in their investigations of public 
utility companies. 


Ten questions and answers every 
two weeks—annual subscription 
$10.00. 


Send your order to— 


PUBLIC UTILITIES 
REPORTS, INC. 


1038 Munsey Bldg., Washington, D. C. 
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Pittsburgh conserved time by flying from 
meeting to meeting in the company plane pi- 
loted by ‘Captain Higgins. 


Hendon Named Vice President 
and Director of Silex Co. 


* Gersiew Hendon, who has been with the 
General Electric Company for twelve 
years—the last five years as manager of the 


CLaupe Henpon, Vice President-Director 
The Silex Company, Hartford 


small Appliance and Electric Fan Departments 
-—has been elected vice president in charge of 
merchandising, and a member of the board of 
directors of The Silex Company. 


Dodge Two-Speed Axles 
Described in Pamphlet 


eee of the 2-speed axles used in 
Dodge Job-Rated Dual-Purpose truck 
models are fully described in a new pamphlet 


now being distributed by Dodge division, 
Chrysler Corporation. 

There are many trucking operations, it is 
claimed in the pamphlet, in which a Dodge 
Job-Rated Dual-Purpose truck affords the 
owner important advantages. Chief among 
these are operating economy, flexibility, higher 
speed or reduced engine wear; resulting in 
lower maintenance cost. Quoted as samples of 





DICKE TOOL CO., Ine. 
DOWNERS GROVE, ILL. 
Manufacturers of 
Pole Line Construction Tools 
They’re Built for Hard Work 











uses for this type truck are excavation work 
where power is needed for pulling out heavy 
loads and speed for returning light; in hilly 
cities; inter-city hauls through country partly 
hilly and partiy flat, or any operation where 
a diminishing load or a light return trip at 
higher speed is desirable. The construction 
of the Dodge 2-speed axle, the way it operates 
and what it will do for the operator are all 
clearly described in the pamphlet. 


G-E Reports Jump in 
Power-Plant Units 


a. generators ordered from the Gen- 
eral Electric Company by private and 
municipal power plants in the last fourteen 
months, in ratings of 10,000 kilowatts and 
higher, have exceeded 1,000,000 kilowatts, C. S. 
Coggeshall, manager of the company’s turbine 
division, has announced. 

The fourteen months’ business equals the 
total of domestic utility and municipal or- 
ders placed with the company in 1937 and 
1938, and is within 200,000 kilowatts of the 
generating equipment ordered in 1929, accord- 
ing to the announcement. 


Toledo Edison Co. to Spend 
$4,250,000 on Expansion 


A $4,250,000 expansion program was an- 
nounced recently for Toledo Edison Co. 
by C. L. Proctor, vice president and general 
manager. 

Installation of a 50,000 kilowatt turbo-gen- 
erator, is included in the expansion program, 
according to the announcement. 


Telephone Companies Report 
Gain in Stations 


T HE New York Telephone Company added 
9,204 stations to its lines last month, com- 
pared with a gain of 6,942 in February, 1939, 
according to a recent announcement. The 
cumulative gain for the first two months of 
this year was 19,152, compared with 13,322 in 
the same period last year. 

A gain in February of 6,641 telephones in 
service was reported by the Bell Telephone 
Company of Pennsylvania. This compared 
with an increase of 4,672 telephones in Feb- 
ruary, 1939. 


Johns Manville Announces New 
Machine-Vibration Isolator 


A NEw, easily installed vibration isolator, 
designed to economically control ma- 
chine vibration and reduce the resulting noise, 
was recently announced by Johns-Manville. 
The device, known as the J-M Controlled 
Spring Isolator, was developed for use on the 
bases of motors, generators, pumps, ventilat- 
ing fans, and similar equipment where vibra- 
tion and excessive motion create noise and tend 
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PUBLIC UTILITY 
ACCOUNTANTS and AUDITORS 


fed your Report Operations with 


NEW 
ditto D-44 


# new Ditto D-44 is revising utility men’s 
is on the part a duplicator can play in their 
y work. 







ecause of new lightning-fast automatic 
tic feed, new long press runs, and new 
pver brightness of copies, the new Ditto 
4 is speeding whole operations. 


Without type, stencil or ink it makes 300 BRINGS AMAZING 
more bright copies of anything written, 
SPEED, ACCURACY 


cd or drawn . . . rate schedules; operating 
progress reports; specifications, engineer- TO PUBLIC UTILITY ROUTINES 
drawings; service, factory and work orders; 
ms, and the like . . . 70 copies a minute, 


me to four colors at once, 6c for the first G- lot jee dea booklel J 





















), 3c thereafter. Originals can be used re- 
itively—excellent for accumulative reports. — oo ee 










ake your department more effective—get DITTO, INC. ; 
: ea: 2204 W. Harrison St., Chicago, Ill. 
whole story of public utility performance 
Gentlemen: 







Send me copy of your book, “Copies, Their Place i 


gelatine or liquid Ditto duplicators. Use 
Business.” No obligation. 


pon for free idea-booklet, ‘Copies, Their 
e in Business.” No obligation! 


Mm 
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to wear out machine parts and damage con- 
nections as well as crack the supporting walls 
and floors. 

The working parts of the unit consist of a 
coil spring and a rubber load pad, which sup- 
port the equipment and isolate vibration, and 
an adjustable rubber snubber inside the base, 
which controls excessive motion. Through the 
combination of these parts, the manufacturer 


The new Johns-Manville Controlled 

Spring Vibration Isolator. View on 

the right shows housings cut away to 
reveal the unit’s construction. 


states, the isolator provides both the high 
compliance necessary for good isolation and 
the control needed to limit motion in the equip- 
ment. 

The isolator was built to take care of hori- 
zontal and torsional as well as vertical vibra- 
tion, and tests by the J-M Research Labora- 
tories, where the unit was developed, indicate 
it to be particularly efficient for the low fre- 
quency vibrations resulting from slow speeds 
and from many operations involving recipro- 
cal action. The load pad is designed to over- 
come any high frequency vibrations. 

The isolator is made in two sizes: Light 
Duty, for loads from 60 to 190 Ib. per isola- 
tor; and Heavy Duty, for loads from 250 to 
720 Ib. per isolator. Heavy machines may be 
isolated by clusters of the units. The loaded 
overall dimensions of the isolator are 6” x 6” 
by approximately 334” high. It is enclosed in 





FLETCHER MFG. CO. 
Overhead Construction Materials 
SERVING UTILITIES FOR 60 YEARS 
38 N. Canal St., Daytoa, O. 








MARTENS & STORMOEN 
Successors to 
THONER & MARTENS 
Disconnecting Switches 
Heavy Duty Switches 
15 Hathaway St., Boston, Mass. 











a metal jacket which protects the rubber parts 
from oil and light. 


G-E Supply Corp. Travelin 
Show Makes Debut in Hartford 


i Soin 10 major Eastern and Mid-Western! 
cities on its itinerary, a traveling show 
sponsored by General Electric Supply Cor- 
poration opened recently in the State Trade 
School, Hartford, Conn. Conceived as a sim- 
ple means of giving electrical contractors and 
industrialists an “action picture” of the latest 
types of electric equipment available, the show 
consists of a brief stage presentation, operat- 
ing exhibits of 20 important lines of electric 
equipment from switchgear to fluorescent 
lamps, and a House of Magic demonstration, 
Other cities slated for visits include Buffalo, 
Cleveland, Detroit, Chicago, Cincinnati, Pitts- 
burgh, Baltimore, Philadelphia, and Newark. 

Among specific product lines included in the 
20 tons of electric equipment on display arefi 
motors, and control, Pyranol transformers, 
switchgear, time switches and instruments, 
small heating devices, voltage regulators, wire 
and cable, wiring material and various types 
of lamps and lighting fixtures. 


200 See Testing of Compressed 
Air Circuit Breaker 


M™= than 200 utility and industrial engi- 
neers and executives witnessed the test- 


‘ing of a compressed air circuit breaker at the 


maximum short-circuit capacity of the larg- 
est high-power laboratory in the country dur- 
ing an air breaker demonstration held by the 
Westinghouse Electric and Manufacturing 
Company, March 5th, at its East Pittsburgh 
works, 

The compressed air breaker, a newly devel- 
oped device, was tested on power interrup- 
tions ranging from the opening of normal load 
current of 2000 amperes at 13,200 volts to the 
three-phase, 1,500,000-kva. short-circuit capac- 
ity of the high-power laboratory. Oscillograms 
made during the demonstration showed that 
all currents were interrupted at the first cur- 
rent zero, with about one-half cycle of arc- 
ing, and throughout the entire range of tests 
no transient voltage greater than twice nor- 
mal was observed. 


Adding Machine Described in 
Remington Rand Bulletin 


P hg tegee published by Remington Rand 
Inc., describes a small, light weight, low 
cost electric adding machine recently perfected 
by this company. The bulletin gives complete 
information and shows how time and money 
can be saved by the application of machines 
to office work. Several operations of the ma- 
chine are illustrated. 

Copies may be secured direct from Reming- 
ton Rand Inc., Buffalo, New York. 
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TOMORROWS TREND ALTE MN. 
-* IN TRANSFORMERS 
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Pennsylvania’s skilled personnel and 

“One of seven 6667 ample facilities make it possible to fabri- 

tp oe a cate entirely under its own roof, all the 

aed: important parts of all of its transformers, 
: such as 


CORE AND COILS 
INSULATING TUBES, BAR- 
RIERS AND DRUMS 
TANKS, BASES, COVERS 
‘wie UNI-ROW RADIATORS 
— a0 TAP CHANGER FOR HAND 


he test- @ 3 OPERATION 
r at the ae TAP CHANGER FOR MOTOR 
e larg- te OPERATION BY REMOTE CON- 
dur- TROL : 
5 the eaaG WATER COOLING COILS 
cturing Sage BUS BAR STRUCTURES 
| aa VARIOUS STEEL STRUCTURES 


Thus, the closest supervision and the 
most rigid control of every manufac- 
turing step is possible. Facilities are 
available for complete A.I.E.E. tests, 
including temperature runs on the 
largest transformers. Most modern 
impulse generator permits impulse 
tests on the highest voltage trans- 
formers. 


TRANSFORMER cy / 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 






































Public Utilities Fortnightly March 28, 

































































ECONOMIZER 








Hy Twelve B&W Open-Pass Boilers having an 
tansy s.r wa i > aggregate capacity of almost 6,000,000 Ib. 
H - of steam per hr. are in service or on order. 
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stuD TUBE WALL 
* (FULLY STUDDED) 
Twenty B&W High-Head Boilers in service : : 

or on order have a combined capacity 
of almost 8,000,000 Ib. of steam per hr. 
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53 Boilers 


of Modern Design 


he central station industry is in a unique position 
io appraise new designs of equipment. The ability, 
xperience, and progressiveness of its engineers 
are of the highest order. Furthermore, the free ex- 
Ikhange of information on performance of equip- 

ent makes experiences with new types of equip- 
‘nent quickly known to the entire industry. 
| When new types of equipment, such as boilers, 
Endicate in operation unmistakable evidence of 
jundamental soundness, and the manufacturer has 
the reputation of standing solidly back of his prod- 
‘ct, they are promptly adopted by the industry. 

This has been the case with new types of boilers 
developed by B&W. Since 1932, fifty-three Babcock 
Wilcox boilers of the three new types iilustrated 
ave been ordered. Their combined capacity is 
bver 21,000,000 pounds of steam per hour. Other 
pertinent data on these boilers are: 

lo. of companies ordering 

lo. of stations involved 

ages of largest single unit, lb. steam per hr. 

900,000 


apetint cmnlinds single unit, lb. steam per hr. 


ax. steam pressure, Ib. per sq. in 
jax. steam temperature, F 


THE BABCOCK & WILCOX COMPANY 
85 LIBERTY ST., NEW YORK, N. Y. 


Twenty-one B&W Radiant Boilers having 
a total capacity of over 8,000,000 Ib. of 
steam per hr. are in. service or on order. 


LS 


BABCOCK 


satan AeA 


One company purchased four additional boilers 
of one type for two additional stations after its 
original installation had been in service for 10 
months. And the industry, as represented by 14 
companies, purchased 30 boilers after the original 
installations of their types had been in service six 
months or more. 

These companies enjoy the benefits of boilers 
designed to meet today’s new and exacting oper- 
ating requirements—through the use of design 
principles that are advanced yet of demonstrated 


soundness. 
G-170-T 








Qanty STUD TUBE WALL. 
(PULY STUDDED) 


SSS 


& WILCOX 


SSS 
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“ow-DOWN |, 
GET THEO GE is Bae TRU 


v4 
S 
and PUT YOUR HAULING PROBLEM UP TO DODGE 
enrages YOUR hauling requires half-ton panels or 3-ton 
gas or Diesel freighters—you’re interested in two things... 
continuous dependable operation and maximum operating 
economy. You get true economy only with a truck that fits your 
job—a truck engineered and ‘‘sized’’ throughout for its rated 
capacity. Your DODGE Job-Rated truck will have the right one 
of 6 great Dodge truck engines—for top performance, maximum 
economy. It will be ‘‘sized’’ for the job with the right one of 20 
frames, of 4 clutches, of 3 transmissions, of 8 rear axles, 
of 9 spring and 6 brake combinations — giving durability, 
low maintenance cost. Whatever your hauling needs you can 
DEPEND on a DODGE Job-Rated truck... a truck that will 
fit your job! 
Remember—Dodge Job- 


sfob Kale MEANS: A Truck psig trucks are priced with 

. v the lowest for every capacity. 

That fits YOUR Job ! Here's Why ! See your Dodge dealer for easy 
budget terms. 


ENGINES 6 — ]y LEARN HOW TO GET 
WHEELBASES 17 5 A BETTER TRUCK! 


GEAR RATIOS 16 H Ask your Dodge dealer for 


CAPACITIES (Ton ) 6 4 | this FREE booklet, or write 
id ! the Dodge Division, Chrysler 
STD. CHASSIS and BODY MODELS | 96 | 56 a aioe Mek thee, 


PRICES At $465 |5450 


Prices shown are for Y-ton chassis with flat face cowl de- 
livered at Main Factory, federal taxes included —state and 
local taxes extra Prices subject to change without notice. 
Figures used in the above chart are based on published data. 





Tk 
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kd | 
More than a million in use show that 


OA ove ROBERTSHAW DIASTAT 


dt0n is simpler, stronger, surer! 
rating 
-S your 











; rated 

ht one F 
imum fF) 
e of 20 § 
axles, 
bility, § 
ju can ff 
at will 


Job- f 
l with § 
pacity. 
r easy 


0 GET 
1UCK! 


ealer for 

“4 = 
rysier 

t, Mich. All Robertshaw products enjoy the great advan- 


tage of the work carried on constantly at the 
Robertshaw Research Laboratory, a laboratory 
devoted exclusively to the development of im- 
proved designs and production methods in the 
field of automatic temperature control. 
Robertshaw’s stainless steel Diastat — electric- 
welded, solderless, non-corroding—is a Robertshaw product throughout. Into 
it has gone the best that forty years of manufacturing experience —plus un- 
equaled research, product development and manufacturing facilities— provide. 


@,  ROBERTSHAW THERMOSTAT COMPANY 


YOUNGWOOD, PA. 








MORE INCOME FROM GAS RANGES. This different sales manual 
not only shows your salesmen how to increase their earnings but 
fires them with enthusiasm to go out and do it. Write for a-copy. 
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; That hits me where | live l 


THEY TELL ME the boss had to get 

eight thousand dollars to set me up in the 

plant with the equipment to do my job. 
No eight thousand—no job! 


A lot of people with savings had to be sold 
the idea that I could produce a profit on that 
much money, before they’d come across 
with it. © 

The fellow that did the selling was an in- 
vestment banker, and I’m for him all the 
way. More power to him! 

I wish the politicians would quit shoving 
the investment bankers around and tying 
them up with a lot of screwy rules and 
regulations. 

We need more money invested in jobs, not 
less. And I don’t mean the kind the politicians 
spend tax money for. 

I mean jobs making things that people 
want, and buy. That’s where the rosy future is. 





9 


If anyone knows a banker or any other 
business man who’s doing the wrong 
thing—why not name him and bring him 
to trial? 

But let’s not stop the whole parade because 
somebody’s out of step. Seems to me it’s time 
to give business the green light. 

I’m wise now. I work for a living with 
eight thousand iron men behind me, so I’m 
in business myself. 

And what helps business helps me! 


This message is published by 


NATION’S BUSINESS 


It is the 39th of a series contributed toward a 
better understanding of the American system 
of free business enterprise. Regardless of 
your political affiliations, if you have a point 
of view you would like to express on develop- 
ments now shaping in the field of public 
policy relative to investment banking, why 
not write to your Congressman or Senator? 








jar 
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EMCO METERS AND REGULATORS 
NORDSTROM LUBRICATED PLUG VALVES 








other 
wrong 
g him 


ecause 
’s time 


with You can't give a “baker's dozen” when you sell 


gas—not and pay dividends. The far-sighted util- 
ity supplying gas toa large bakery has made the 
model installation pictured above. Gas is deliv- 
ered at constant utilization pressure to the 
meters through EMCO Low Pressure Balanced 
Valve Regulators. Accurate measurement is as- 
sured through the use of space conserving, rug- 
ged EMCO No. 5 Large Capacity, Pressed Steel 
Meters. All lines are controlled with quick, easy 
operating, leak-resistant Nordstrom Valves. 


PITTSBURGH EQUITABLE METER COMPANY 
MERCO NORDSTROM VALVE CO 


NEWYORK BUFFALO PHILADELPHIA ty DES MOINES CHICAGC 
KANSAS CITY TULSA ANGELES W/ (ale Fe-ces- PITTSBURGH PA MEMPHIS OAKLAND HOUSTON 
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“I expected them to give 
me a boiler inspection serv- 
ice I could respect and 
they didn’t disappoint me. 


“Like a lot of men, I used 
to think that insurance was 
insurance, and that no mat- 
ter where you bought it, in 
the long run, it cost about 
the same. Then I began 
checking around. 
“I found that Lumbermens 
charged standard rates but 
that the net cost of doing 
business with this company 
was substantially lower be- 
cause of the size of the divi- 
dends they’ve paid ever since 
they went into business. In 
the line I was interested in, 
boiler and machinery serv- 
ice,, those dividends had 
never averaged less than 
25% @ year. 
“Well, I’m hard-headed. 
When people seem too gen- 
erous, I look twice. Lumber- 
mens can afford that kind of 
dividend all right. They’ve 
been able to pay it and yet 
build more than $5,000,000 


in cash surplus and accumu- 




























late $38,073,226.38 in assets. 
I liked what that told me 


about their management. 
But savings on insurance 
costs were only half of 


what I wanted. In this busi- 
ness of ours, the uninsurable 
losses are even more im- 
portant. 
“I found Lumbermens had 
a boiler inspection service 
second to none. Many of 
their engineers have had 
more than 20 years’ experi- 
ence in boiler and machinery 


of Illinois 


“I expected LUMBERMENS 


to save me money 


_..and they did 























maintenance. 
they proved their value to me. 
They’ve actually saved me 


What’s more, 


thousands of dollars by 
spotting flaws and trouble 
points which almost any- 
body else I know would have 
missed and which could have 
developed into really seri- 
ous shutdowns. 

“All in all, you see it really 
paid me to check into Lum- 
bermens. And if you’re in 
the same field I am, I honest- 
ly feel that it will pay you 
to do the same and to do it 
as I did by filling out and 
sending in this coupon.” 


LUMBERMENS MUTUAL 
CASUALTY COMPANY 


James S. Kemper, President 
MUTUAL INSURANCE BUILDING, CHICAGO, U. S. A. 
Operating in New York as (American) Lumbermens Mutual Casualty Company 


Save with Safety in the “World’s Greatest Automobile Mutual” 














Lamivemrns MutealeDaedalig Ger: uNiceie ie Meee hehe ine = Oe 
Mutual Insurance Bldg., 
Chicago, Illinois 


Please send me full information 
about Lumbermens Inspection Ser- 
vice and tell me how I may save 
money on my Boiler and Machinery 


Insurance through Lumbermens. City $0 vt eerviees ie) eee Sabre beccccs e State. ° 
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FOR 
CARPENTER REPAIR CARS 


ASTER-LIGHTS 


Tree “rr 


Roof mounted search- 
light for repair, inspec- 
tion and emergency 
cars. Mile range of 
360° at any height. No 
gears to wear or rattle. 
Inside one-hand lever 
control with light beam 
parallel to lever. 


"A Master-Light For Every Need" 
YOU OWE YOUR MEN THE BEST THERE IS 


FASTER—BETTER LINE REPAIRS 
8 


FOR REPAIR CREWS 


Portable hand searchlights for repair, inspection and 
emergency crews. 


Many dry and rechargable battery types. Write for de- 
scriptions. 


MANUFACTURERS OF WORLD'S MOST POWERFUL 
HAND AND AUTOMOBILE SEARCHLIGHTS 


TYPE WS Buy direct from manufacturer Sent on approval 


Write for folder or sample light 


CARPENTER MEG. CO. 197 sidney st., Cambridge, Mass. 
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RILEY STEAM GENERATING UNIT J 


Installed in the plant of 


A Large Texas Utility 




































250,000 Pounds of Steam per hour. 975 lbs. Steam 
Pressure. 910° F. Steam Temperature. 





Riley Boiler, Superheater, Steam Temperature Control, 
Economizer, Air Heater, Water Walls, Steel Clad 
Insulated Setting. 





RILEY STOKER CORPORATION |: 


WORCESTER, MASS. 


BOSTON NEW YORK PHILADELPHIA PITTSBURGH BUFFALO CLEVELAND DETROIT SEATTLE 
ST. LOUIS CINCINNATI HOUSTON CHICAGO ST. PAUL KANSAS CITY LOS ANGELES ATLANTA 


COMPLETE STEAM GENERATING UNITS 


BOILERS - SUPERHEATERS - AIR HEATERS - ECONOMIZERS - WATER-COOLED FURNACES 
PULVERIZERS - BURNERS - MECHANICAL STOKERS - STEEL-CLAD INSULATED SETTINGS 
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OWER... 


s nearly unfailing as human skill can devise 


HE almost flawless dependability that 

characterizes the electric power and light 
tvices of the nation today is the result of 
ats of painstaking scientific development 
.. conducted alike by the utility companies 
nd by the industries which supply them with 
quipment. Because of the part which Exides 
ave played in this development — because 
roughout the entire history of the electric 
dustry the quality and dependability of 
ese batteries have never varied — Exides 
cupy an enviable position. This explains 


why, in so many of the nation’s largest power 
plants, Exides faithfully provide power for 
the operation of vital equipment, and, in 
emergencies, furnish light for the plant itself. 


THE ELECTRIC STORAGE BATTERY CO. 


The World’s Largest Manufacturers of Storage 
Batteries for Every Purpose 


PHILADELPHIA 
Exide Batteries of Canada, Limited, Toronto 


Exide 


BATTERIES 
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ROBERT A. BURROWS’ 


NEW 1939 
UTILITY CHART 


ELECTRIC LIGHT AND POWER e GAS @ TRANSPORTATION 
WATER @ COMMUNICATIONS @ INVESTMENT COMPANIES 
ETC. 














@ Showing at a glance @ 


“INTER-RELATION AND CAPITALIZATION OF THE PRINCIPAL PUBLIC 
UTILITY HOLDING, OPERATING AND INVESTMENT COMPANIES 
AS OF JUNE 1, 1939” 


ALSO SERVICE AREA MAPS OF THE PRINCIPAL 
PUBLIC UTILITY SYSTEMS IN THE UNITED STATES 
(Chart Size—34” x 28”) 


An indispensable reference for @ Public Utility Executives @ Utility Supply 

Companies @ Banks @ Brokers @ Investment Counselors @ Trust and In- 

surance Companies @ Public Service Commissions @ Investors @ Or any one 
interested in any phase of the Public Utility Industry. 


e e PLEASE NOTE e e ‘ 


Chart is printed on 32-lb. high grade paper in ONE COLOR at $2 
per copy, or in NINE DISTINCTIVE COLORS at $3 per copy, postage 
prepaid. Colors used in bar graphs afford an excellent chart for fram- 
ing or desk top reference. 

ee MAILING is desired add 25c for special 3-ply mailing 
t . 

QUANTITIES of ten or more copies, for complimentary distribution, 

at reduced prices, on request. 





* 
Order from 


PUBLIC UTILITIES REPORTS, Inc. 
Munsey Bldg. Washington, D. C. 








| 
| 
| 
| 
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SAVE ...WITH RUGGED ALL-STEEL 
KINNEAR ROLLING DOORS THAT COIL 
OUT OF THE WAY ABOVE THE OPENING! 





It’s easy to see why the coiling, upward 
action of Kinnear Rolling Doors saves 
you money. Kinnear’s rugged all-steel 
curtain of strong, interlocking slats can’t 
warp, sag, split, or pull out of shape. 
It defies weather, repels fire, prevents 
intrusion, and resists wear! The doors 
operate quickly, smoothly and easily all 
year long, because they open over snow, 
ice and swollen ground. They require 
no usable space, and they open out of 
reach of damage by wind or vehicles. 
You get all these advantages—and many 


others—with Kinnear Rolling Doors. 





It will pay you to know more about the 


KINNEAR MOTOR OPERATION economies they afford . . . to learn why 
ADDS EXTRA EFFICIENCY! 


The time-saving convenience of electric 
push-button control can easily be added 
to any Kinnear Rolling Door. With motor complete Kinnear catalog. 
control, doors can be opened quickly 
from any number of convenient points. 


The heavy-duty, soundly engineered Kin- 
near Motor Operator is built to serve 
economically, for years! ROLLING DOORS 


Kinnear also makes STEEL ROLLING FIRE DOORS—approved by Underwriters’ Laboratories 
—for safe, automatic fire protection . . . STEEL ROLLING GRILLES for positive, con- 
venient protection without sacrifice of light, air or vision . . . WOOD and ALL-STEEL 
RoL-TOP DOORS, rugged sectional-type upward-acting doors with provision for any 
number of light sections. Full details in the Kinnear catalog! 


jhe KINNEAR Wanufactwring Co. 
2060-80 FIELDS AVE., COLUMBUS, OHIO 
Offices and Agents in All Principal Cittes 
FACTORIES: COLUMBUS, OHIO — SAN FRANCISCO, CAL. 





so many industrial firms are specifying 


Kinnear Rolling Doors. Write for the 
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PROFESSIONAL DIRECTORY 


© These pages are reserved for engineers, accountants, rate experts and others equipped |] [— 
to serve utilities in all matters relating to rate questions, appraisals, valuations, special re. 
ports, investigations, design and construction. « « « « «| 














THE AMERIGAN APPRAISAL GOMPANY 


INVESTIGATIONS « VALUATIONS « REPORTS 
PROPERTY EXAMINATIONS AND STUDIES for 
ACCOUNTING AND REGULATORY REQUIREMENTS 

CHICAGO - MILWAUKEE + NEW YORK + WASHINGTON ~- And Other Principal Cities 





coger _ RNa natrctiastaacint ols DC 


ER esas Gib siecnbas A AW 





DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


PACKARD BUILDING I 


~ saben 








CONSTRUCTION 


onsen, DO, Bacon « Davis, nc. rsx case 


OPERATING COSTS Engineers Besser 
VALUATIONS AND REPORTS 
CHICAGO PHILADELPHIA NEWYORK LOS ANGELES WASHINGTON 








LIVINGSTON, McDOWELL & CO. 


Usility CERTIFIED PUBLIC ACCOUNTANTS Audits 
Consultants Members Taxes 
AMERICAN INSTITUTE OF ACCOUNTANTS 
PENNSYLVANIA INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS 

1518 WALNUT ST. PHILADELPHIA, PA, 
D. M. ar, C. P. A. ( PA.) 


RMER MEMBER: C. WHITFORD MCDOWELL, C. P. A. (PA.) (MD.) 
Saudia PUBLIC UTILITY COMMISSION 








J. H. MANNING & COMPANY 





120 Broadway Field Buildin 
New York ENGINEERS Chicago ‘ : 
Business ng Purchase—Sales Valuations 
New Projec Management Reorganizations 
Consulting Wiiteveten Mergers 





Public Utility Affairs including Integration 
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PROFESSIONAL DIRECTORY (continued) 









SANDERSON & PORTER 


ENGINEERS 


VALUATION DEPARTMENT 
APPRAISALS AND RATE QUESTIONS 


CHICAGO 


NEW YORK 


SAN FRANCISCO 








Sargent & Lundy, Incorporated 
ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—Reports—Design—Supervision 


Chicago 

















STONE & WEBSTER ENGINEERING CORPORATION 


DESIGN AND CONSTRUCTION 
REPORTS + EXAMINATIONS * APPRAISALS 
CONSULTING ENGINEERING 


BOSTON e NEW YORK ¢ CHICAGO ¢ PITTSBURGH ¢ SAN FRANCISCO ¢ LOS ANGELES 








BLACK & VEATCH 


CONSULTING ENGINEERS 


Appraisals, investigations and _ re- 
ports, design and supervision of con- 
struction of Public Utility Properties 


4706 BROADWAY KANSAS CITY, MO. 


ROBERT E. FOLEY: 


Erecting Engineer 


Telephone Lines—Rural Lines—Fire Alarms— 
Transmission Lines 


48 Griswold St. Binghamton, N. Y. 








EARL L. CARTER 


Consulting Engineer 


REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 


PUBLIC UTILITY 
VALUATIONS AND REPORTS 
814 Electric Building Indianapolis, Ind. 


Francis §. HABERLY 
ENGINEER 


Appraisals—Property Accounting Reports 
—Cost Trends 


122 sOUTH MICHIGAN AVENUE, CHICACO 











CHENEY AND FOSTER 


Engineers and Consultants 


NEW YORK 


61 BROADWAY 








JACKSON & MORELAND 


ENGINEERS 


PUBLIC UTILITIES—INDUSTRIALS 
RAILROAD ELECTRIFICATION 
DESIGN AND SUPERVISION—VALUATIONS 
ECONOMIC AND OPERATING REPORTS 


' BOSTON NEW YORK 








(Concluded on following page) 
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PROFESSIONAL DIRECTORY (concluded) 





JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 


Appraisals - Investigations - Reperts 

in connection with 
rate inquiries, depreciation, fixed capital 
reclassification, original cest, security issues. 










J. W. WOPAT 


Consulting Engineer 


Construction Supervision 
Appraisals—Financial 
Rate Investigations 


1510 Lincoln Bank Tower Fort Wayne, Indiana 














SLOAN & COOK 
CONSULTING ENGINEERS 


(20 SOUTH LA SALLE STREET 
CHICAGO 


Appraisals—Original Cost Studies 
Depreciation, Financial, and Other Investigations 

















Representation in this Professional Directory 
may be obtained at very reasonable rates. 
Kindly address inquiries to: 


ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 
1038 Munsey Building 
Washington, D. C. 
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THIS EVER-READY ALL PURPOSE UTILITY UNIT 
Cleans EVERYTHING ANYWHERE in the Plant 



















pre 
BREUER'S T Oo & is A D O Portable Industrial fan: 
Ball Bearing Vacuum Cleaner the 
A marvelous piece of cleaning equipment—compact wa 
(weighs only 40 lbs.) and powerful (1 HP Motor) with 
every up-to-the-minute improvement for performing its lov 


three major services. 


VACUUMS BLOWS SPRAYS 


Cleans floors, walls and shelves, overhead pipes, boiler 
tubes. Picks up water. Power unit quickly removable for 
blowing dust and dirt out of motors and switchboards, 
panels, etc. Also for spraying insecticides, paints, etc. 


Write for literature and for FREE TRIAL OFFER 
BREUER ELECTRIC MFG. CO. 


Oldest and Largest Exclusive Manufacturers of 
Industrial Blowers and Vacuum Cleaners 


5118 No. Ravenswood Avenue Chicago, Ill. 
TAKE THE 


Wt 
fay 





BREUER’S BALL BEARING 


TORNADO 


PORTABLE INDUSTRIAL VACUUM CLEANER 


It costs you MONEY to be with- 
out this TIME and LABOR Saver, 
but costs you nothing until you 
see how it works UNDER YOUR 
CONDITIONS. 
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SIMPLICITY 
PRECISION 
ACCURACY 








® The Trident 
Split Case Disc 
Meter for do- 
mestic service. 





: hree little words... 


Three little words...about which 
thousands of other words are being 
written and printed today... three 
words that sum up the whole story 
of the predominance of Trident 
Water Meters. 

For the simple fact is that these 
precision-built water meters, known 
and used the world over, continue 
the predominant choice of men who 
want maximum water revenue for 
lowest ultimate cost. 


1892 
1940 


That means that Trident increased 
and sustained Accuracy. ..Trident 
Interchangeability . . . and Trident 
Simplicity... have firmly established 
the plus-6-million leadership of 
Neptune-built water meters in the 
water works field. 

A type for every purpose. The 
great majority of Trident Meters 
installed are still in service—proof 


of Quality. 


Srident 


WATER METERS 





NEPTUNE METER COMPANY °¢ 50 West 50th Street, NEW YORK CITY 
Branch Offices in CHICAGO, SAN FRANCISCO, PORTLAND, ORE., DENVER, DALLAS, 
KANSAS CITY, LOUISVILLE, ATLANTA, BOSTON. 

Neptune Meters, Ltd., 345 Sorauren Avenue, Toronto, Canada. 


7 
a 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready =) 
ence. Their products and services cover a wide range of utility needs. 


A 


Aluminum Company of America 
American Appraisal Company 
Asplundh Tree Expert Company 


B 


Babcock & Wilcox C I y, The 
Barber Gas Burner Company, The 
Black & Veatch, Consulting Engineers 
Breuer Electric Mfg. Co. 
Burroughs Adding Machine Company 








Cc 


Carpenter Manufacturing Company 
Carter, Earl L., Consulting Engineer 
Cheney and Foster, Engineers 
Chevrolet Motor Division of General 
Sales Corp. 
*Chicago Wheel & Mfg. Co. 
Cities Service Petroleum Products 
Cleveland Trencher Company, The ...... 
*Combustion Engineering Company, Inc. 
*Corcoran-Brown Lamp Division .... 
Coxhead Ralph C., Corporation aie 








D 


Davey Tree Expert Company 

Day & Zimmermann, Inc., Engineers 
Dicke Tool Company, Inc. 
Dictograph Sales Corporation. .... 
*Dillon, W. C. & Co., Inc. 
Ditto, Inc. 

Dodge Division of Chrysler Corp. 











Bb 


Electric Storage Battery Company, The 

Electrical esti LADOraterics ............<.cc-.cc-cccsecoess . 21 
Elliott C 
Elliott Addressing Machine Co., The 





F 


Fletcher Manufacturing Company ... 
Foley, Robert E., Erecting Erginee 
Ford, Bacon & Davis, Inc., Engineers 
*Ford Motor Company 





G 


General Electric Company 
Grinnell C pany, Inc. 








H 


Haberly, Francis 8S., Engineer 
Hoosier Engineering Company 


I 





International Harvester Company, Inc. 


*Fortnightly advertisers not in this issue, 
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Jackson & Moreland, Engineers 
Jensen, Bowen & Farrell, Engineers 
Johns-Manville Corporation 

*Jones & Laughlin Steel Corp. ......... 
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Kerite Insulated Wire & Cable Company, Ine, 
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Kinnear Manufacturing Company, The 
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Livingston, McDowell & Co. 
*Logan Engineering Co. 
Lumbermens Mutual Casualty Co. 
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Manning, J. H. & C pany 
Martens & Stormoen 
Merco Nordstrom Valve C 
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National Carbon Company, Ince. 
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Neptune Meter C 

Newport News Shipbuilding & Dry Dock Com- 
pany 
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Pennsylvania Transformer Company .. 
Pittsburgh Equitable Meter Company . 
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Railway & Industrial Engineering Company .... 
Recording & Statistical Corp. 

Remington Rand, Inc. 
Ridge Tool Company, The 
Riley Stoker Corporation 
Robertshaw Thermostat C 
Royal Typewriter C pany, Inc. 
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Sanderson & Porter, ee - 
Sangamo Electric C 
Sargent & Lundy, Tncesporatod 

Silex Company, The Inside Front Cove 
Sloan & Cook, Consulting Engineers 

Sprague Meter Company, The 

Stone & Webster Engineering Corporation 
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Vulcan Soot Blower Corp. 
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Weston, Byron, Company 
Wopat, J. W., Consulting Engineering 




















costs. They 
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papers made especially 


forms and card records..;... 
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WESTON’S 
MACHINE POSTING 
LEDGER 


or Forms. One-way grain direction 
akes forms stand straight — special fin- 
h is smudge-proof, clean-erasing — forms 
e easier to sort and file. Made in Buff, 
bs. 24, 28, 32 and 36 and in White, Blue 
d Pink, sub. 32. 50% rag content. 


worry 


WESTON’S 
MACHINE POSTING 
INDEX 


For Cards. Its ledger finish provides ex- 
cellent writing, erasing and typing quali- 
ties. Tabs retain their snap. Made in Buff, 
White, Blue, Ecru, and Salmon in 180 M, 
220 M, 280M and 340M and in Pink 
180 M (basis 2514 x 301%). 


Specify Weston's Machine Posting Ledger and Index when 
ordering machine bookkeeping forms and index cards. 
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Horizontal cross-section of a smooth reflector. 
Light rays are reflected back through the lamp 
stem, creating excessive temperatures. 


Cross-section of the new G-E ‘‘stepped’’ fe- 
flector. Light rays are reflected back to one 
side of the lamp stem — preventing overheating 
and premature lamp failure. 


“STEPS” TO BETTER LIGHTI 


When electric-service companies 

first installed Form 79 street- 

lighting luminaires five years 

ago, they confirmed our state- 

ment of “so per cent more light 

on the road.”’ And they reported 
that the spun-sealed design reduced globe 
breakage by 85 per cent. 


he photographs illustrate a recent, revo- 
lutionary improvement. In ordinary, 
smooth, deep-bowl reflectors, radiant en- 
ergy from the lamp filament is reflected 


back through the lamp stem—causing 
excessive temperatures and resulting in 
shortened:lamp life. G-E engineers recently 
bvercame this serious high-temperature 


problem by designing a reflector with 
vertical steps—steps*that redirect | 
rays to one side of the focal axis. 
show that lamp stem temperatures 
now 278 F cooler, and of course prema 
lamp failures are minimized. 


It is obvious that with this new step 
reflector, maintenance, and thetefore t 
lighting costs, are again substantt 
reduced. This widens your market 
profitable street-lighting installations. 


Your. appreciation, as shown by 
purchases, encourages this developme 
work which, in turn,‘énables you to incré 
your lighting revenue—and bring last 
benefits to the communities you 
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